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JAPAN AGAIN A SOVEREIGN POWER 


The Japanese Peace Treaty has now come into 
effect for all the signatories who have deposited 
their ratifications. So also have the Security 
Treaties. Nothing much has thereby been changed 
that had not already happened, and of these happen- 
ings the most vital by far was the throwing back 
of the Communists’ attempt to seize the whole of 
Korea. If they had succeeded Japan would have 
been subject to such internal and external pressure 
that she would probably have succumbed to Com- 
munism. All along that has been the true signi- 
ficance of the Korean enterprise just as the Red 
Army’s drive into Poland at the end of the first 
world war was designed to link up the Russian 
with the burgeoning German Revolutions. In the 
end the Germans tried to find a solution by a revolu- 
tion of the Right and plunged themselves and the 
world into disaster. It will be the task of the 
Japanese leaders who will take over from the sur- 
vivors of the pre-war ranks to seek and organise a 
wiser and better solution. 

It will be more difficult than many understand 
just now to keep Japan in the middle of the road. 
There are the same impulses at work that produced 
one revolution in Russia and another in Germany. 
There are also the lessons to be seen and digested. 
But sympathy no less than discernment must be 
vouchsafed now that the Japanese nation becomes 
the centre of the struggle which is always more 
acute within the nation than between nations. It 
is probable that Japan has taken one lesson: above 
all others to heart, and that is that Empire is not 
a thing imposed upon unwilling peoples but a call 
of historical necessity. During the earlier days of 
the Manchurian adventure when the Japanese Mili- 
tarists were footloose but still uncommitted to war 


in toto, they were often reminded by foreign critics 
of a celebrated saying which arose out of the 
tumultuous period before the Seclusion. It is a 
saying familiar to every Japanese, and it described 
succinctly the policies of the three great men of 
that era. “Nobunaga said: ‘I’ll kill the cuckoo if 
it doesn’t sing.’ Hideyoshi said ‘I’ll try and make 
the cuckoo sing.’ Iyeyatsu said ‘I'll wait till the 
cuckoo sings.” The two first-named failed but 
Iyeyatsu laid a sound foundation for the Tokugawa 
Shogunate and brought peace back to the land. 
Even in the difficult years that followed the 
Mukden Incident many of the Japanese leaders 
tried in vain to pattern Japanese policy accordingly. 
Circumstances were too much for them and disas- 
ter was the result when the Militarists finally took 
the bit in their teeth and attacked the democratic 
Powers. The upsurge of those days came from 
military fanatics. The dangerous and dynamic 
factor in the years to come will be the Communists. 
All others will be thrown on to the defensive. The 
struggle will be a severe one but so long as law 
and order are maintained the Communists will never 
succeed in seizing the State. That is what they 
want to do. The battle for Japan is not one to be 
fought outside Japan nor to be evaded By rushing 
into foreign adventures. It is going to be a fairly 
grim business as it is with the Russians just across 
the narrow waters and the Chinese tempting and 
luring one minute and threatening the next. The 
British in their own history have had to find their 
way through similar ordeals from the first Elizabeth 
to this very day. Spain in hér greatness, France 
under Napoleon, and the lesser threats to British 
independence and far-ranging future, were all thrust 
off by a strong, just and instinctive desire of the 
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British to be themselves and to find their own way 
through trouble to the future. 


That is the kind of spirit that Japan needs 
today. There is no question but that in two or 
three years she will be her own master. It will 
take a little time for the habits of occupation to 
lose their grip on occupied and occupier alike. But 
it is almost certain that within the near future the 
tendency of the West to recede from direct respon- 
sibility in Asia, to contract out of the detailed 
direction of affairs, will be as marked a factor 
in external as in domestic policy in Japan. No 
doubt for the time being the Japanese will con- 
tinue to look to the American Ambassador, as they 
have been looking to General MacArthur and Gen- 
eral Ridgway, for a definite lead in important 
decisions. The sending of Mr. Robert Murphy to 
Tokyo has been accompanied with a certain cere- 
mony—even a sense of portentous gravity. Secre- 
tary of State Acheson told him, when he took the 
oath, that there was no more important or difficult 
post, for the Ambassador would have to open and 
to carry on with the Government of Japan ‘‘an 
entirely new relationship.” Mr. Acheson added, 
quite truly, that there was no man in the U.S. 
Government better qualified for this assignment. 
Mr. Murphy was in the thick of all the tricky diplo- 
matic problems that followed the extension of the 
war to North Africa and after the war he was 
political adviser to the High Commissioner for 
Germany until he became Ambassador to Belgium 
in 1949. The basic problems of preserving peace, 
security from aggression, and economic rehabilita- 
tion are common to both as to most other peoples 
all over the world. 


The Japanese can tackle their domestic prob- 
lems in the knowledge that they can do so without 
undue concern about the threat from outside. Both 
General Ridgway and the Assistant Secretary of 
State for Far Eastern Affairs, Mr. John Allison, 
have emphasised the determination of the United 


States to fulfil the pledge to defend Japan against 


any attack, as laid down in the Security Pacts. This 


security system, said Mr. Allison, is the basis for 


hope in the future, and the pacts ‘‘set forth in the | 


language of our Monroe Doctrine our sense of com- 
mon destiny with these peoples of the Pacific.” 
There is no doubt whatever that this pledge will 
be honoured if it is ever put to the test. Because 
of that—and because of what happened when the 


Korean Communists tried the short cut to solution | 


by military aggression—it is almost certain the 


test will not be applied. That does not mean the 


struggle will be eliminated in the domestic scene: 


it is likely to be all the fiercer because of this limita- | 
It will be materially modified however by | 
the growing disinclination to adopt policies of inter- | 


tion. 


vention in China. Some of the smaller anti-Com- 
munist Governments have been showing concern 
about this from two quite different aspects. 


making use of Japan as the main bulwark for peace, 
the Filipinos fear that a powerful Japan is in the 
making. The Chinese Nationalists are afraid, on 
the other hand, that Japan may take a ‘‘middle of 
the road course” and warn both Britain and Japan 
that if neither of them sought ‘‘closer co-operation” 
with the United States in the Far East in the next 
few months, the future course of American action 
out here would be ‘‘very different from their own 
wishes.” 


Neither the United States nor Britain has any 
positive policy in regard to China. Recognition 
never worked and intervention has failed to win 
support. The differences between the U.S. and 
Britain are mere nuances. They have a pressing 
need to seek and consolidate a settlement in Europe. 
The urgency lies with Japan in the Far East. And 
with that urgency also go facilities that peculiarly 
fit her to take the initiative. 
Japan and the West is a fixed point—no less fixed 
than the Russo-Chinese alliance against her. The 
primary task is to get these special and mutually 


hostile arrangements absorbed in a more general | 
solution—not unlike but more durable than the 


Washington conference settlements after the first 
world war. 


Hongkong-China Relations 


The local community irrespective of race desires peace- 
ful relations with China and continued trade, within the 
limits imposed by UN resolutions, with that country. Al- 
though political differences exist—the majority of local resi- 
dents are opposed to communism—commercial and other rela- 
tions with China should not be disturbed; that is also in 
accordance with Stalin’s policy of co-existence of the two 
systems of social organisation. 

Hongkong lives by trade and although there has been 
a great expansion in manufacturing industries after the war 
the community, by & large, can exist only if the wheels 
of commerce continue turning. Trade is the raison d’etre 
of Hongkong and for this purpose the Colony was created. 
If trade is interfered with or declines critically, the future 
of Hongkong is compromised and a very much reduced city 


with a very much smaller population would be the conse- 
quence. 


Over 90% of the people living here now—estimated at 
2% million—are Chinese, mainly Cantonese but there are large 
colonies of Shanghai and northern Chinese in Hongkong who 
have originally come as refugees or self-exiles, both from 
KMT and later from communist oppression and who have 
found here an agreeable climate for economic enterprise. The 
vast majority of the people here are law-abiding and they 
recognise the advantage of living here rather than in their 
native country. The relatively small Hongkong born popula- 
tion, most of whom regard this place as their home, consider 
themselves fortunate in living here. Of the many refugees 
and other immigrants from China one can say that they feel 
that under present political conditions in China they are 
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better off here and that they would not voluntarily return 
to their native country. There are however small numbers of 


,malcontents, communist sympathisers, misled nationalists who 
are being made use of by political agents of the Chinese 
communist party for ulterior motives. From the rank of 
these persons one must expect to be subjected to further 
trouble such as has been witnessed in the recent past and 
which has been expressed in hostile newspaper articles publish- 
ed here and in Peking. 


The community at large deplores any attempt at trouble 
making and shows always concern lest some incidents be 


: exaggerated and exploited by the unfriendly communist au- 


thorities across the border. However the sincere good neigh- 
borliness of Hongkong is not reciprocated in Peking where 
_the overall policy directed against the “imperialists’’ also 
includes Hongkong. Since the streamlining of economic em- 
bargoes against communist China, following upon her acte of 
military aggression in Korea which were branded as such by 
the UN, Peking has repeatedly assumed a most unfriendly 
attitude vis-a-vis Hongkong and has used inciting, abusive 
language with regard to the local Government. 

| Everybody here showed willingness to reduce possible 
sources of friction with the new regime in China and nothing 
has been further from the minds of the authorities or the 
public than to provoke any incident which could open up the 
flood gates of Peking vituperations. But try as they did the 
authorities here are being eonfronted with organised attempts 
at trouble making and the least they could do was to evict 
ring leaders, agitators and the like, such eviction taking the 
legal form of deportation from the Colony. The deportees 
‘usually were received in China as heroes and patriots who 
have suffered imaginary persecution in Hongkong. Protests 
accompanied such deportations—it was branded as atrocious 
‘and what not that Hongkong Government evicted certain poli- 
tical trouble makers, sent them back to China; Peking got 


Hongkong 


Trade with Taiwan (Formosa) continues as brisk as ever 
and subject only to the ordinary vagaries of international 
commerce. Relations with the mercantile community of 
Taiwan are normal; travel by air and sea from and to 
Taiwan is well organised. But political relations are abnor- 
mal since London withdrew recognition from Chiang Kai-shek’s 
government and transferred it to Peking. 


For over two years Hongkong has had no political relations 
with what is now frequently called “Free China”—the China 
of the Nationalists under Chiang Kai-shek. It has had how- 
ever, through the British Charge d’Affaires in Peking and the 
diplomatic officials in China, relations of a sort with China. 
To sum up the nature of these relations during the past 
2% years, they have been unpleasant and disappointing. 
British rights and interests and individuals have not been 
well treated—to say the least. Though Peking has previously 
attempted to contribute its share to the Moscow policy of 
driving a wedge between the US and Britain—an attempt 
which has been unsuccessful—by singling out the US for all 
the poison and indicating that there were chances for establish- 
ing friendship with the “people of Britain,” the middle of last 
year saw a reversal of this attitude with Britain ever more 
forcefully included in the list of abuses and harangues. In 
London one has taken note of this change and in Hongkong 
one has come to feel it in many small ways. 


With Formosa relations have not undergone a change. 
That Taipei does not appreciate the policy of London is obvious 
but for practical purposes the British withdrawal of re- 
cognition has not caused any rupture in_ private British- 


steamed up about this sort of oppression. The deportees 
had entered Hongkong either very recently or had been staying 
here for a few years only, they had no claim to permanent 
residence besides they all acknowledged China as their only 
object of loyalty and they professed ardent love of that 
country. When it came to repatriation—that’s what after 
all deportation in effect means—they objected to be sent back 
to the land of their love and loyalty. The truth is that the 
deportees were in most cases paid agents of the communist 
party, though their status was always well camouflaged, whose 
eareer here was cut short by a deportation order; the ire of 
Peking was explained by the fact that another bunch of trouble 
makers and agents provocateurs was sent away from Hongkong. 


Peking applies a pin-prick tactic to Hongkong; although 
hardly any cause for their solicitude on behalf of the Chinese 
here exists—and after all the Peking government cannot 
arrogate to itself any right to interfere in local affairs—the 
agitators are never slow in finding one or more pretexts. 
This is all very much deprecated by the resident community 
and by almost all the postwar Chinese immigrants who know 
that but for Peking’s unfriendliness life here would be much 
easier and simpler. But this is exactly what the policy 
makers in Peking don’t want Hongkong to have: an easier 
and simpler life. This Colony is only a tiny spot and its 
existence has in the past always contributed to the economic 
progress of China; in many ways China as a nation and the 
Chinese as a people have benefited from the existence of 
Hongkong. Even today Hongkong’s facilities are at the 
disposal of China and Peking is, though to a decreasing extent, 
taking advantage of them. At the same time it does not want 
Hongkong to enjoy as it were peace of mind, it wants to keep 
the cold war going also here. The Hongkong public is faced 
with this unpleasant situation: while peaee is desired here by 
everybody, the communists in spite of their bogus peace 
campaigns try their best to keep us all on tenterhooks. 


& Formosa 


Chinese (Formosa) relations, and business continues as 
usual. The anomaly of Nationalist Chinese representatives 
sitting in all UN organisations and Taipei being recognised 
as the seat of the government of the republic of China by 
the majority of nations while London has no diplomatic rela- 
tions with that government cannot for the time being be 
removed. It is only another aspect of the cold war and 
understood as such by the practical people, official and private, 
in London and Taipei. 


The future of Formosa appears obscure. While eventually 
the island may emerge as an independent country it must 
at present be protected from falling under the control of 
the communists in whose hands it would only form another 
base for blackmail and aggression in the Far East. The at- 
titude of the US, at first not well understood when defined 
by Pres. Truman after the start of the Korean war, is now 
appreciated in ‘the whole non-communist world. At the same 
time, by self-reform and by more astute guidance and as- 
sistance of the US the Nationalist government has improved 
general conditions in Formosa which has, inter alia, brought 
about a better feeling among the Formosans vis-a-vis the 
government of Chiang Kai-shek. 


As long as the situation in Korea—not the actual hostili- 
ties there—has not been cleared up Formosa will remain US 
protected which means that the Chinese communists will 
not attempt an«invasion. What might happen if the question 
of Korea is settled is difficult to foresee today. Certainly 
a settlement of the Korean affair would presuppose a change 
in the cold war and perhaps a rapprochement between the US 
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and USSR. In a different political atmosphere the future of 
Formosa can be discussed without the interests of the native 
population being lost sight of. Failing a settlement of the 
Korean affair and the ensuing detente the present strain 
will remain with us and the question of Formosa will so too. 
Meanwhile the so-called Free China regime will control 
Formosa where it will husband its military resources and 
try to build them up—just as much as the Peking regime 
is militarising the country not so much for the purpose of 
conquering Taiwan but to become a valuable aide to the 
Soviets in case of the outbreak of another world war. Ten- 
sion between Peking and Taipei will continue and so will 
the struggle of very many Chinese to free their nation 
from the rule of the communists. 


Hongkong gives shelter to many political refugees from 
China which is in keeping with the tradition of the Colony: 
it has been a haven for many of the anti+Manchu revolu- 
tionaries including Sun Yat-sen and in the recent past it has 
provided shelter for tens of thousands of anti-Kuomintang 
refugees including many of the present leading hierarchy of 
the Chinese communist party. Much against the will of the 
general public the two or rather three political Chinese groups 
here carry on their propaganda which is not so much intended 
to influence the local people but to persuade the overseas 
Chinese in southeast Asia. The communists have their 
press here—dailies, weeklies etc.—which is powerfully sup- 
ported by imported publications, books and other literature 
produced in China (and also, to a small degree, in Russia). 
The Nationalists also print their various papers and books 
in the Colony and imports from Taiwan swell the printed 
propaganda. The “Third Force,’ recently more active, are 
joining in the battle for the mind of the overseas Chinese. 
As long as Hongkong interests are not jeopardised by this 
feud there may be no sound objection to this business but 
when the administration of this Colony and British in- 
stitutions are made the target of malicious attack the local 


Government must act to stop such attempts at sedition. The 
Nationalists and the Third Force publications have not given 
cause to complaint in the respect as outlined above; in pre- 


vious years when the KMT ruled from Nanking the Hongkong 


authorities found often adequate reasons to complain about 
untruthful, inciting reports in local and Nanking Nationalist 
publications but after the KMT was forced into exile there 
has not been any cause for complaint not even when London 
withdrew recognition from Taipei. The Third Force pro- 
paganda is, quite properly, only concerned with Chinese 
political affairs and does not involve Hongkong. It is only 
the communist publications which give rise to frequent com- 
plaints. 


Political sympathies with the exiled KMT have increased 
here during last year and this fact is attested to by more 
Nationalist flags being flown at certain occasions and also 
by the conspicuous advance in the circulation of their press. 
The unfavorable reports coming out of China seem to have 


influenced local and overseas Chinese; these reports speak of 
severe repression and oppression. Not only have more Chinese 


turned their eyes once again to the Nationalists but support | 


for the “Third Force’ is on the increase. Though most 
Chinese will aver that they are politically not interested, 
they cannot help to be drawn, partly against their will and 
sound self-preserving instincts, into the whirlpool of politics 
and thus to take sides. The ‘fence-sitters’ are not inclined 
to favor the communists but they are fatalistically determined, 
if the course of history is what the Marxists claim it to 
be, to toe the line and cheer Stalin. But if these politically 
inert and inarticulate Chinese are shown some real signs for 
hope they will freely support a Nationalist or Third Force 
political movement. The star of Chiang Kai-shek has now 
been rising for some time and Formosa is being more general- 
ly regarded as the centre of “Free China’’ but confidence of the 
supporters here is still weak. 


China’s Third Force 


Since the split between Chiang Kai-shek and Li Tsung- 
jen the so-called Third Force (TF) movement has been gain- 
ing momentum without however having attained so far any 
real significance in the political strife for the future control 
of the destiny of China. In recent months more intellectuals, 
old KMT members and undecided merchants, under some 
prodding of private American interests, have rallied around 
the TF. Leadership is lacking though ex-vicepresident 
Li seems to be generally acknowledged as the central figure 
of the TF. With some funds, apparently coming from over- 
seas Chinese sympathisers and also from private American 
supporters, the TF propaganda has shown more vigor of late 
and thus it has gained more supporters. 


The bulk of the TF organisers come from the KMT, from 
the small parties which have had no future under Nanking 
or Peking and from scholars and the ranks of the so-called 
Chinese intelligentsia. The KMT today has changed very 
much which was due to the departure, defection, death and 
emigration of many of its stalwarts and leaders. The Peking- 
allied Revolutionary KIMT exists now in name only but ori- 
ginally Marshal Li Chai-sum’s movement weakened the ranks 
of the KMT and proved a valuable help to the Chinese com- 
munist party (CCP). After the successive defeats of the 
Nationalist armies in 1949, Chiang Kai-shek had to face 
desertion of many of his former staunch supporters, others 
emigrated and still others wanted to establish a reformed 
KMT to continue the fight against the CCP. These people 
found little encouragement from their fellow Chinese parti- 


cularly during the first year of the CCP’s rule in China which 
was favored by the widespread desire of the nation to have 
peace in the country. . 

The TF, as it slowly emerged after Chiang went into exile 
in Formosa, could not develop for a long time. Only after 
the military intervention of the Chinese communists in Korea 
and the subsequent strong stand taken by the UN did a situa- 
tion arise which favored more successful political agitation. 
In 1951 the TF have made some headway and right now they 
boast of a considerable following among the overseas Chinese 
in southeast Asia. Their anti-Chiang propaganda is not too 
acrimonious so that some hope persists, among moderate TF 
leaders, that eventually a compromise with the Generalissimo 
can be arranged if the situation in China undergoes a change. 
On the other hand, their anti-CCP blasts are of such a 
nature that any possibility of conciliation with Peking, even 
if veering away from Moscow’s tutelage, seems impossible. 


The TF movement does not seriously contemplate to form, 
if conditions in China permit, a new government of the nation 
but it attempts—as they think, well in advance—to organise 
groups of men and women, capable and patriotic and devoted, 
for the purpose of joining others, as yet not emerging, in the 
task of leading China back to sanity and decency. The so- 
called Titoist group in Peking and elsewhere in China, the 
members of the fellow-travelling political parties in China 
who now are fully subjected to the dictates of the CCP, the 
clean and patriotic elements of the KMT in Taipei, the poli- 
tical emigres in other countries, as far as unsullied by pre- 
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vious activities in Nanking China, and the nationalists among 
overseas Chinese are all counted upon to align themselves 
Meanwhile the prin- 
cipal object of the TF is to win support among the Chinese 
people, on the mainland, in Formosa and beyond the seas. 


Many of the TF sponsors are political idealists, even 
visionaries. There are also, of course, hosts of opportunists 
among them. Their future does not depend on them but on 
world conditions over which they have no control. The best 
they could hope for is a favorable conspiracy of events which 
might present them with the great chance to ‘serve the coun- 
try’. The anti-Chiang propaganda would seem to be half- 
heartedly pursued as it is being realised by many TF sponsors 
that the Generalissimo is still the only outstanding national 
figure which can inspire the Chinese people at a given moment. 
He is a leader in the proper sense of the word whatever his 
critics may say and whatever his many shortcomings. 


Anti-CCP propaganda is quite adroitly done but at the 
present juncture it appears not too difficult to persuade the 
Chinese, outside the iron rule of Peking, that the present 
regime is harmful to the interests of the Chinese. Thus the 
TF can score with the masses who, anyway, are politically 
inert. Wherever communist terror cannot be let loose, the 
people oppose communism; they are, to put it mildly, afraid 
of the social changes which the communists want to introduce 
and they dislike the communist experiment. But while the 
people everywhere are passively opposed to communism, there 
is a small determined and ruthless group of fanatics, the 
cadres, in method and approach not unlike the Nazi storm 
troops and the infamous SS of Hitler, who will subdue 
(“liberate”) one nation after the other unless they are con- 
fronted by a superior and equally determined force. The 
politically informed Chinese (inside China and abroad) desire 
the overthrow of the CCP dictatorship and they hope that 
America will finally achieve this. The TF takes a more prac- 
tical view: without a Chinese effort, and a very great effort, 
the nation cannot be delivered; America’s help is essential 
but while perhaps militarily it is decisive, in the moral and 
political sphere the Chinese themselves must act. 


The decline in Russian prestige in Europe has heralded a 
new period in the anti-CCP movements, both the KMT and 
the TF. Yugoslavia has become Moscow’s “Stalingrad”— 
though that has not yet been fully understood in East Asia. 
Tito has maintained himself and the people of Yugoslavia 
have resisted the threats and the Cominform blockade. Moral- 
ly, Moscow has lost in Yugoslavia. And in Austria, which 
Russia continues to occupy and to exploit in Soviet empire 
style, the people have voted 97% against the communists; 
another proof for the world-wide decline of Soviet prestige. 


If the TF would show to the Chinese, who are politically | 


introverts, that the trend elsewhere in the world is encourag- 
ing for the anti-totalitarian forces, that Russia’s shortlived 
postwar appeal has evaporated and that the Soviet empire 
has been, since Korea, effectively contained, then the days of 
the CCP would appear to be numbered. 


Future 


The announcement made by General Matthew Ridgway 
that Japan can and will be defended against any attack is a 
vastly important gesture on the eve of Japan’s emergence 
as a free country at the end of April. This specific announce- 
ment regarding future relations between the USA and Japan 
will strengthen the latter, not only in relation to the coun- 
try’s stability but also in the relationship with the world 
generally. 


Japan’s 


- other Asians in this part of the world are aware. 


The overseas Chinese are not generally anxious to get 
involved in Chinese politics and in the new states of southeast 
Asia there is a strong feeling of suspicion and an‘‘pathy 
surrounding all Chinese activities. So it is only prudent to 
refrain from showing any sympathy with either the KMT 
or the CCP or, in the recent past, with the TF. Still, poli- 
tical sentiments cannot be completely suppressed and there 
are larger numbers of overseas Chinese who take part in the 
affairs of their country although this is being resented by the 
people among whom the Chinese live. No love is lost on the 
KMT—Manila, Djakarta, Bangkok have had all unpleasant ex- 
periences of attempts made by Nanking to meddle, on behalf 
of the Chinese immigrants, in internal affairs of the states 
concerned. The British had also their experiences as far as 
Malaya is concerned. However the communist regime of 
China today appears to the peoples and governments in 
southeast Asia as the bigger evil and for that reason one 
closes officially one eye when overseas Chinese engage—not 
too openly, to be sure—in political activities unfriendly to 
Peking. 

This is the chance of the TF and it has been taken. Against 
the fanatics and bullies of the CCP as operating in south- 
east Asian countries the KMT proved to be less effective than 
the TF. So the TF serves, as it were, like an antidote\and 
the CCP know and dislike it. Peking has some time ago 
started to appeal to “China’s sons and daughters” overseas, 
it promised protection and by skilful innuendoes it promised 
a “Chinese millenium” in southeast Asia. Of this propaganda 
the Malays, the Indonesians, the Siamese, the Filipinos and all 
Peking’s 
megalomania, its urge to fulfil the communist mission in Asia, 
may ultimately cause great calamities. A growing number 
of Chinese in southeast Asia see through the schemes of 
Peking and they don’t like them. For their own protection 
they either move away from the communist fatherland and 
approach closer the native peoples, or they support the TF 
or the KMT. In the Philippines, for example, few Chinese 
would declare their love of Peking and in Siam the overseas 
Chinese are mostly professing pro-KMT feeling or ‘neutrality’. 


With some unofficial encouragement given to the TF, the 
overseas Chinese may find it easier to join its ranks and thus 
to help elevate the TF to a more influential political organi- 
sation. How necessary that encouragement would seem to 
be is underlined by the fact that a number of Chinese from ° 
Burma have accepted Peking’s invitation to take part in May 
day celebrations in China. These Chinese are business men, 
members of the bourgeoisie, regarded by the Burmese as 
capitalists but they still follow Peking’s call—out of weakness 
and defeatism. Now when the bourgeoisie is being liquidated 
in China, overseas Chinese capitalists such as from Burma do 
not hesitate to leave for Peking—though not to stay there, 
just to keep good connections and to get into the good graces 
of the CCP (unless they are already members of the party 
and engaged in subversive activities in the land of their 
adoption). Clearly, there is a field for TF operations in 
Rangoon; and elsewhere in southeast Asia. 


Trade Expansion 


Japan has doubtless known that a gesture of this sort 
was necessary and would be made at the right moment but 
nevertheless its appearance now is tantamount to an inde- 
pendent and definite step taken by the USA and will give 
the country an additional assurance of stability. 


Japan is in need of such assurance. Her economic is at 
the moment precarious, even though she is confident of 
America’s support. At the same time the situation is not 
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without grave repercussions for other nations struggling to 
maintain not only law and order but to combat poverty within 
their own borders, and Japan’s emergence as a free industrial- 
‘ised country could be a menace to the well-being of other 
countries. 


It is at this stage of events in the world’s industry 
that the whole question should be handled, not from the 
position of each country but from the general good of the 
world today. Without close cooperation and consideration it 
would appear impossible for any country to obtain security 
of employment within its boundaries. 

Some 70 years ago world trade was a comparatively small 
affair; the nations were not faced with the necessity of trad- 
ing at the rate they have now reached and countries unable 
to buy such goods as they required were ready enough to make 
them. Now it thas become a race between various well- 
equipped countries to capture world markets, and the cut- 
throat process adopted is suicida] not only to themselves but 
to their competitors. The fault lies largely in the over- 
whelming mass of people born in recent times, this mass being 
able to survive better than earlier generations and determined 
to live as long as possible. It is understandable but must 
sooner or later lead to an overstocked world or a world ill- 
balanced, unless controlled to some extent. Each country is 
unfortunately aiming in the same direction for trade and the 
competition caused must eventually lead to disaster unless 


some better scheme of organisation is adopted. Soviet Russia 
has tried to adopt a system of living for itself alone and 


is attempting to exist more or less independently though at ; 


a lower standard than other countries. 


The whole situation with the fregh emergence of Japan 
is now again leading to the inevitable strain on every country 
facing the problem of raising its standard of living. What 
will be the result? Japan’s entry into world markets must 
bring this question again to the fore and if some amelioration 
is not found either this year or next, it is clear that the 
path the world is following must inevitably end in chaos. 


Japan has now taken the first step towards rehabilitation 
and Japanese firms are ready to embark on an extensive 


trade expansion policy. At the same time Britain is start-.- 


ing a new export drive in an attempt to balance the country’s 
expenditure. As far as Britain is concerned, the new drive 
is a necessity aimed at keeping the country’s financial posi- 
tion steady; but the same argument can be applied to all 
countries trying to bolster their national welfare. Britain 
and Japan are in a somewhat similar position through the 
fact that they are both islands and far too small for their 
populations. Looking to the future it would seem that such 
nations as fear Japanese competition must come to some ar- 
rangement to accommodate her, or else they may find them- 
selves faced with the entrance of Japan into markets that 
they have hitherto jealously regarded as their own. 


Hongkong Manufacturers’ Imitations 


A number of local Chinese manufacturers have been 
found out in the past to imitate foreign merchandise and to 
forge trademarks of internationally well-known products. 
This pernicious practice is difficult to stamp out. Before the 
last war Shanghai had a bad name for pirating of books and 
publications printed abroad and a whole industry there was 
prospering on. this scandalous form of ‘business’. Forging 
of trademarks was widely resorted to and the Chinese public 
has been victimised by many manufacturers. 


Usually a well-established brand is “exploited” either 
by producing the same article or by affixing it to another 
product; e.g. shirts made by an internationally reputable manu- 
facturer in America are being copied, though quality and 
style remain very much below the American article, and the 
trademarks are forged so as to deceive the public; in 
another case, the trademark of one of the best-selling 
tobacco manufacturers in the world is copied and used for 
provision goods. The unsuspecting customers, usually in East 
Asia and Africa, obtain inferior goods from Hongkong ex- 


Woodcutting 


Illegal woodcutting once again threatens to become wide- 
spread in Hongkong. It is a contagious habit which follows 
closely the upward trend of wood prices, and if it is not 
severely and promptly handled constitutes a threat, not only 
to the beauty of the Colony which, of course, weighs not a 
jot in the eyes of the woodcutters themselves, but to the 
Colony’s water supply. 

Sympathy is felt for the individuals who go out to hunt 
for wood wherewith to do the family cooking, and though 
these can do considerable damage when the number of home 
fires increase, it is the trader who undertakes woodcutting 
on a large scale with an eye to profits that constitutes 


porters, only finding out after painful experiences that they 
have been deceived. 

This low morality of certain local manufacturers—a dan- 
ger to decent business men in the Colony—is being fre- 


quently exposed but legal action is not always easy to take. | 
Hawkers and side-street stalls are peddling frequently goods | 


with forged labels and trademarks; many small shop owners 
are assisting the spread of this nefarious business, fully 
knowing that the goods offered for sale are locally made 
though stated to have been imported which ‘fact’ a forged 
trademark proves to the doubting customer. The local 
commercial and industrial organisations should make an 
examination of the situation as outlined above and take 
steps to discourage the continuance of these criminal -prac- 
tices. The name of Hongkong, as far as local manufacturers 
are concerned, may suffer if action against the many offenders 
is not energetically pushed. Persons who engage in forging 
trademarks and take advantage of well-known firms’ re- 
putation in one form or another aré doing more harm to the 
community than ordinary thieves. 


in Hongkong 


the really serious menace. The size of such trees as have for 
some fortunate reason or other escaped the axe, compared 
with the poor growth usually to be seen on the hillsides, 
indicates that woodcutting is an old-time practice. Never- 
theless it is a serious one and likely at times to increase 
to disastrous proportions. 


The cause is as all know an economic one. The price 
of wood today is a direct incentive to wholesale pilfering and 
open destruction. Rarely can a traveller at some point or 
other on the New Territory roads, especially towards evening 
when the day’s work of chopping is over, fail to see the 
marauders returning with their booty. In some instances 
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the “spoil” consists’ of sizeable trees; at other times branches 
of young firs as well as bushes. 


Recently a man was arrested for felling two camphor 
trees in the New Territories. The cynic would probably feel 


, that in this particular instance the woodcutter had been 


encouraged so greatly by his previous successes that he had 
grown over bold in his marauding habits. 

The difficulties encountered in protecting the hillside 
growth should not however be minimised. For this reason 
it is of importance that the HK. Forestry Dept. recently held 
a meeting of villagers in the Tai Lam Chung Valley to lay 
before them a scheme for reafforestation of the future catch- 
ment area for the new reservoir. Reafforestation, to secure 
success, must have the cooperation of the villagers concerned 
and success in this area will be an indication of what can 


‘| be done in other parts through arousing public interest. 


The unrestricted opencast mining in the hills of the New 
Territories has also caused great destruction to the scrub and 
undergrowth. This must eventually clear the hills of top- 
soil, causing them to resemble those areas bordering Kow- 
loon which during recent years have almost completely lost 
their green covering through constant woodcutting and pil- 


the Far Eastern Economic 


To the burning question, how far can Russia be a model 
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of economic development for Asian countries, only the ig- 


. norant and the credulous return a clear and simple answer. 
Common sense and elementary knowledge show that the con- 


ditions are so radically dissimilar, throughout the Soviet 
Union, that direct comparison and simple analogy are really 


| impossible. 


The basis of Soviet development overall has clearly been 
(a) extensive agriculture, (b) low population-density, (c) 
the climatic and other conditions of the North Temperate 
Zone, (d) long-distance transport, and (e) certain relatively 
favourable placements of mineral deposits. For practically 
all of Asia the opposite conditions prevail: (a) an inten- 
sive agriculture which is largely unmechanisable, with no 
spare land for its extension, (b) high population-pressure, 
(c) tropical and sub-tropical environments, (d) intensive 
rather, than extensive transport requirements, and (e) mineral 
deposits which are not only less in quantity, but also ill- 
assorted in kinds and inconveniently located. Only in some 
peripheral districts ((Mongolia, Manchuria, etc.) are condi- 


tions really comparable to those typical of all but a tiny 
portion of Russia. 


To all this must be added the cultural, social and poli- 
tical differences. Leaving aside, here, the longer perspectives 
of history or character, it seems clear that the Russian de- 
velopment of the last 30 years has only been possible be- 
cause of the existence of an iron dictatorship. It is doubtful 
whether this would be an acceptable prescription for any 
further area of Asia. South and South East Asia are com- 
posed of new and‘ young nations, rejoicing in their newfoun” 
prospects of autonomous growth. They are evidently not 
in the mood for the discipline and regimentation that is 
essential for the Soviet way of development; and only trickery, 


(This is a series of occasional notes on questions of Economic Development. 


fering. hebben is nagiihen area which, more difficult to con- 
trol, is rapidly being denuded of its trees. There the busi- 
ness of cutting is already well established and large num- 
bers of men are employed in this trade. | 
of the opinion that nothing can be done to prevent this whole- 
sale destruction but in other countries in the world, almost 
without exception, it is necessarily controlled and in Britain 
the cutting down of trees is strictly prohibited. 


Many people are 


Fortunately the situation has not escaped. the notice 


of the local authorities, and the’ remedial measures adopted 
may serve to put a curb upon illegal woodcutting—at least, 
so far as it is more or less openly practised. According to 
a report by the Forestry Dept. 
made on the woodcutting areas as well as on the markets, 
and woodcutters have been intercepted along the main ap- 
proaches to these markets. 


conjunction with “spotting” operations by the department have 


intensive raids have been 


In addition, launch patrols in 


proved most successful and heavy fines have been imposed 


upon junk masters found in possession of illegal firewood. 


The further step taken by the Hongkong Government of con- 
trolling mining for wolfram, should also prove effective in 
putting a stop to the depredations caused by this means. 


COMPARISONS OF PROGRESS 
IV. SOVIET ASIA 


By Professor E. Stuart Kirby 


The last article appeared in 
Review, April 3rd, 1952) 


extremely bad judgment, or an improbable 
disasters, could swing them to it. 


Again it is only in the peripheral districts of Asia, 
bordering Russia, that the analogous conditions may have 
existed: an older history comparable to that of bygone 
Tsarist despotisms, a more recent demoralisation of prolonged 
warfare, and a visibly feeble and unloved government falling 
almost without a fight to the historic Revolution. Further 
south in Asia the peoples have better knowledge of other 
alternatives. The fact is not lost on them that China’s 
rulers have lately dropped the masks of Agrarian Reformers, 
Devotees of Peace and advocates of Class Collaboration, hav- 
ing turned fiercely against peasants and nourgeats alike and 
dragged China ever more wildly into war. 


succession of 


s 


The small portion of Russia which is to any extent com- 
parable to our Asia in all its conditions, from the point of 
view of the problems of Development, is Soviet Central Asia. 
An area some 1,500 miles long and about 400 miles wide, 
between the Caspian Sea and Chinese Turkestan, is generally 
thought of as belonging possibly to South Asia, or perhaps 
as a westward extension of the conditions found in Sinkiang 
and the farthest north-west of China. 


Actually, most of this area is an uninhabitable pte 
dotted with some oases. From around Tashkent eastwards 
up the foothills to the gigantic Central Asian mountains, is 
a small area of fertility. But all over the lowlands, rainfall 
during the growing season is nil. Irrigation (especially from 
the two great rivers, the Amurdarya and the Syrdarya) 
makes agriculture possible, but the struggle is against poor 
soils as well as against the dry climate. Only in a special 
sense is the local agriculture “intensive’—in the sense that 


1962 | 569 
| 
Sia 
pan 
try 
hat | 
ust | 
ion 
the 
ion 
sive 
art- 
ry’s 
all 
tain 
the 
heir 
uch 
ar- | 
em- | 
that 
dan- 
fre- 
take 
fully 
nade 
local 
e an 
take 
prac- 
urers 
nders 
rging 
> re- 


570 


FAR EASTERN ECONOMIC REVIEW 


May 1 


extension of the cultivated area is sometimes impossible and 
always expensive. 


The area was acquired by Russia in the 1880’s, through 
ruthless military campaigns. But the groundwork of Deve- 
lopment was all laid in the Tsarist period. The irrigation 
works, dating from ancient times, were improved. 
major railways were extended into the area. One aim was 
quite specially to make the region a producer of cotton for 
Russia. Local farmers who planted cotton were exempt from 
the land tax. American Upland seed was introduced. Mean- 
while there were high tariffs in Russia against American 
cotton. 


Plantations were not, however, developed. The Russian 
population was chiefly the military garrison; apart from 
cotton supply, the other Tsarist aim was clearly strategic 
{against British India). Both aims were, however, to be 
pursued indirectly, not by Russian colonisation but through 
the naive population and existing institutions: restrictions 
were placed on the buying of land by Russians, the Moslem 
religious courts of law were maintained, local princes and 
chiefs remained in power, only remotely controlled by Moscow, 
and Russian rule in the Tsarist period did little to change 
the age-old local ways of life. Mining was begun for coal and 
oil; local cotton gins were established, but no other indus- 
tries. Native handicraft and cottage industries suffered to 
some extent from the inflow of manufactured goods from 
Russia proper. 

In 1916, a year before the Russian Revolution, this area 
rose in revolt in the style of a Holy War, against Russian 
efforts to conscript the local people for service on the West- 
ern front. The rising was sharply suppressed. Yet the 
Central Asians did not go to the side of the Bolsheviks, 
who were able to secure the area only after 1926, when 
Budyonny conducted a campaign which was far more severe 
than the Tsarist suppression of 1916. 


There was some redistribution of land under the local 
Soviets as early as 1925, but the area did not enter on 
development of the U.S.S.R. type till the beginning of the 
First Five Year Plan in 1928. Where Tsarist Russia had 
interfered as little as possible with a local set-up (not so 
much from high motives, as because this was the least trouble- 
some way of controlling the area) Soviet policy meant a 
complete upheaval in this Region. The Communists had to 
“liquidate” the Moslem leadership, not only to remove poli- 
tical resistance, but also as a preliminary to social changes. 
Among the latter, the outstanding aim was the unveiling— 
and, by implication, the emergence into public life and in- 
dustry—of the local women. 


The object was to draw the women into the effective 
labour-supply, as was shown by the unremitting propaganda, 
which equated female emancipation with female factory- 
labour. The second class aimed at were the nomads, who 


must be settled, before industrialisation or collectivisation 


were enforced. Finally, the younger generation had to be 
turned away from religion—in this case Mohammedanism. 


Communist policy was “three-pronged’’—economic, poli- 
tical and cultural—but it is striking to note that the “cul- 
tural” aspect was stressed and overstressed in Central Asia 
(as perhaps was also the case in China more recently?). At 
first, this meant chiefly folk-dancing, folk-songs, and the 
crude travelling theatre (what else could there be, since the 
local culture was in no sense parochial or patriotic, but 
rather pan-Islamic?). It took years of effort—and the pro- 
cesses of endless repetition of slogans, plus burning of the 
older books, exactly as in China now—to make effective, 
though never very meaningful, the Stalinist slogan of “a 
culture nationalist in form, but socialist in content.’ Just 
as in China lately, all attention was concentrated on the 


Two. 


inessentials of their culture, while the essentials were being 
ruthlessly liquidated; the Islamic order and Moslem ethics 
were swept away, while folk-songs and dances were culti- 
vated, just as in China the ancient codes and lofty ideals 
were eliminated while popular attention was kept on the 
most superficial liberties of folk-danhce and song. 


After some “softening-up” of this kind, Agrarian Col- 
lectivisation was introduced into Central Asia (1928-34) in 
ruthless fashion, and with devastating effect. Official Soviet 
figures show the herds of sheep and goats declining from 
18.1 million to 5.7 million in 1984, horses and cattle from 
5.1 million to 2.5, and the number of camels being reduced 
even more. (Soviet statistics are surprisingly frank and 
plentiful, up to 1939, though thereafter they closs down 
pretty completely. Figures here used are mainly from the 
official Russian journal “Plannovoye Khazyaistvo”, and from 
the State Planning Commission’s “Statisticheskii Sbornik” 
1933-8). 

But the cotton crop (the one that was important 
to Mother Russia, rather than to the local younger brothers) 
was maintained and increased. The 1928 harvest was about 
1 million bales, the same as the best years of the Tsarist 
period (1913- 15). By 1932, the figure was up to 1.5 mn.; 
by 1935, 2.1 mn; by 1937, 2.9 mn. The last figure is about 
138% of a normal recent year’s crop in the United States, 
and gave the U.S.S.R. self-sufficiency in cotton, at her lower 


_standards of consumption. 


The best land was given over to Russia’s crop, cotton. 
So, despite much organisation and driving, the other crops 
(more vitally and immediately important to local needs) 
were only just maintained. The 1937 grain harvest, at 
1.9 mn. tons, was just below the 1928 figure; other crops, 
such as sugar-beet, were, however, slightly increased. 


But industry, previously non-existent, made its appear- 
ance, recording enormous increases in terms of percentages 
during this period. A textile “Kombinat” was created, with 
an output of 68 mn. yards of cloth in 1937 (which may be 
nearly doubled by now). Shoe factories, working local lea- 
ther, produced nearly 4 million pairs of shoes in 1937 (or 
about 0.4 of a pair per inhabitant per year!) So production 
may, by now, have exceeded one pair per person per year, 
but no statistics are available for later years. Hydroelectric 
power was well developed (nearly 400 mn. KWH in 1937, or 
about 9 times the 1928 figure). The oil industry was not 
quick to progress at first; Tsarist period (19]4) over 150,000 
tons; 1928, 36,000; 1932, 100,000. But by 1937, it increased 
to over 800,000, of which less than 300,000 could be refined 
locally. A cement industry was also established in the Uzbek 
Republic, which covered the needs of the region. The pro- 
ducts of Soviet Central Asia began to be prominent in the 
markets of Kashgar, Sinkiang, etc. by the time of World 
War II. Some agricultural machinery was produced, but 
never anything so advanced as a tractor. 


Information on any subsequent period, and information 
shedding light on how the above increases were attained 
(as distinct from information on the extent of these same 
physical increases under the First and Second Five-Year 
Plans, which is fairly clear) is simply not given by Soviet 
sources. Travellers of the 1930’s (such as Rosita Forbes) 
and of the 1940’s (such as Eric Shipton and the Polish war- 
prisoners) report a rather tawdry and shabby state of pseudo- 
modernisation in what should be the ancient glories of 
Tashkent and Samarkand. 


The Soviet statistics for the earlier period have been 
carefully exhaustively analysed by such authorities as Har- 
vard University’s Russian Research Center, from the findings 
of which Soviet Central Asia’s trade in 1928-37 (virtually 
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all, of course, with the Soviet Union) may. be summarised 
as follows (in millions of roubles at 1926-7 values): 


Exports Imports 
Cotton 4.6 Investment goods 1.5 to 3.0 
Agricultural and 
Others 0.4 to 1.4 industrial supplies 1.5 to 3.0 


Manufactured consumer 


goods 2..0 
Grain 0.5 
Total: 


Total: 5.0 to 60 5.5 to 8.5 


This surely shows the celebrated “colonial or semi-colonial” 
relationship, with the area serving as a source of a single basic 
raw material (cotton) for the metropolitan area, and held 
to a correspondingly non-diversified economy, with excessive 
dependence on one crop and one market, receiving in exchange 
capital investment, and serving as an outlet for the manu- 
factures of the Mother country. 


Despite growing self-sufficiency in relatively minor items 
of consumer goods (e.g. shoes) and some minor agricultural 
implements, etc., the area was not brought to self-sufficiency 


in grain. Cotton is of course the world’s greatest displacer 
of food crops. 


The proportionately tremendous increases in output have 
of course to be measured against the background of abso- 
lute levels which were starkly primitive. Economic life, 
in agriculture particularly, was in this Region in 1917 still 
very like it was in the time of Tamerlane or Jenghis Khan. 
A prodigious amount of “technological slack’? was there to 
be taken up, before matters could be brought even to the 
stage of the First Industrial Revolution. Progress was made, 


up to and into that stage; but at the cost to the local peoples 
of their historic religious, moral and social standards, and 
of complete integration to the Soviet Union, in every pos- 
sible way. The centralisation of power in the U.S.S.R. is 
so complete that, at the close of the War, some of the other 
“autonomous” units of Asian stock, further west in Russia, 
were abolished by a stroke of the pen—as a punishment 
for having sided with the German invaders during the War. 

Economically and in every other way, this area is com- 
pletely subject to Great-Russian control, and absorption 
in the Moscow-centred scheme, under Russian supervision. 
Industrialisation should mean, as in the Free West, the libera- 
tion of mankind from the cruder kinds of physical labour 
and struggle. It seems revealing that one of the last 
detailed Soviet statistical reports on the area (1940) follows 
the many claims of industrial progress with particulars of 
the achievement of 160,000 Central Asian collective-farmers 
who were “mobilised” in 1939 to dig the “Grand Fergana 
Canal in the name of Stalin,” over 100 miles long; in 45 
days they shifted 18 million cubic meters of earth. The 
figures do not suggest either that any bulldozers were 
provided, or that much time or energy were left for collec- 
tive farming, culture, etc. Among other features, the juxta- 
position of claims of great technical improvement with ac- 
counts of such achievements of crude labour-power mobilisa- 
tion, is alarmingly reminiscent of the publicity which comes 
out of China today. 

Soviet Asia provides only a limited analogy, but probably 
a very significant one. Facts and figures are available, from 
official Russian sources, up to 1939 only. Thereafter indica- 
tions would be of a thorough absorption to the Soviet eco- 
nomy and polity. The same trend was imposed on Mongolia. 
Is this the destiny offered also to Manchuria in particular, 
and China in general? 


WHAT OF STERLING NOW? 


By Richard Denman (of The Economist) 
(Special to the Far Eastern Economic Review) 


Five months have passed since the new Conservative 
Government launched its policy of greater economic freedom 
within a framework of dearer money. One month ago that 
policy was reinforced by the first Budget of a Conservative 
Chancellor of the Exchequer and by the concurrent and sharp 
rise in the official rate of discount of the Bank of England. 
The twist of the monetary screw which occurred last Novem- 
ber has been tentative in the extreme. The bank rate had 
been raised from 2 to 2% per cent, a demonstration of intent 
rather than an effective contribution to tackling the problem 
of inflation. This diffidence could, however, be justified. A 
first move had to be made to discover whether the machinery 
of credit policy had not rusted up altogether over the long 
years of its inactivity. The move was nonetheless important 
in that it was a first step away from the complete rigidity 
of the past and towards a restoration of flexibility in credit 
policy. The second increase in bank rate from 2% to 4 per 
cent was, however, something much more than a demonstra- 
tion. It was a clear indication that the authorities had 
acquired confidence in the new instrument and were prepared 
to use it. 


What results have been yielded so far by this new policy.? 
The first criterion by which to measure these results is the 
behaviour of the pound sterling on the foreign exchange 
market. The pound had tto be rescued from its chronic weak- 
ness if all the other elements of the new economic policy 


of the Conservative Government were to be given a chance 
of asserting themselves. The Government was, and is still, 
engaged in a desperate race against time. It is still not 
realised in Britain how extremely narrow is the margin between 
Britain and insolvency. A gold and dollar reserve of no more 
than $1,700 million is wholly inadequate for its task of 
underpinning the trade and payments of the whole sterling 
area. In March that reserve shrank by a further $71,000,000. 
Although some comfort can be derived from the fact that 
the loss was smaller than in the previous month and that 
most of it was incurred prior to the Budget and the bank rate 
increase, the fact remains that the net loss further narrowed 
an already menacingly small margin of reserves. It should 
also be pointed out that the narrowing of the deficit in March 
owed something ot nonrecurring factors, notably to sales of 
tin and rubber from the stockpiles of the British Govern- 
ment to the United States and from a special receipt of 
£10,000,000 of gold from South Africa. Allowing for these 
once-for-all elements in the situation the record for March 
cannot be regarded as altogether reassuring. 


We have it on the Chancellor’s authority, however, that 
towards the end of the month the reserve was actually rising 
and it is probable that this movement has made further head- 
way this month. If this be so, it is largely due to the cover- 
ing of the considerable speculative position against sterling 
which was outstanding earlier this year and of which very 
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considerable vestiges must remain. The rise in bank rate 


has had its greatest effect so far in causing such covering — 


operations. Four per cent is something which the world 
understands. Added to the restrictions on overseas accep- 
tance credits which London banks have applied at the instiga- 
tion of the Bank of England, there has over the past month 
been a considerable repayment of loans previously granted 
by London banks to customers the world over. The effect of 
those repayments is there for all to see in the behaviour of 
the spot rate for sterling. No only has it risen to its parity 
with the dollar but it has for more than three weeks com- 
manded a premium on the dollar. Moreover, it seems to have 
done so without intervention and support by the British 
authorities. 


Equally significant has been the recovery of the various 
rates for “cheap sterling.’”” The most important of these free 
markets in sterling, that for transferable sterling, had under- 
gone an impressive change for the better since the increase in 
bank rate. From the rate of $2.40 transferable sterling has 
risen to around $2.55. This appreciation should have put a 
stop to much of the indirect “shunting” of commodities 
by which the sterling area has in the past been deprived of 
a large proportion of the dollars it should have earned by 
way of direct exports of sterling area materials to the dollar 
markets. When the margin between the transferable account 
rate and official parity narrows to about 10 per cent, which is 
its present spread, the opportunities for such devious com- 
mercial transactions tend to disappear. The indirect effect 
of the harder money policy on the market for cheap sterling 
is a most hopeful augury for the future trend of the gold and 
dollar reserves. 


It can, therefore, be claimed that so far as the external 
effects of the higher bank rate and of the various budget 
measures are concerned, the position is reasonably satisfactory. 
The draining away of the gold reserve has probably been 
brought to a _ stop, though it must not be forgotten 
that there are still some post-dated cheques to be met, 
notably to the European Payments Union. Nor is there 
as yet any evidence of that massive upsurge of the reserve 
which is needed if the position of sterling is to be made safe. 


But while the world outside may appreciate the impor- 
tance and significance of a 4 per cent bank rate, it is more 
open to question whether opinion within Britain does so— 
whether the British economy is prepared to play the role and 
pay the price which the new policy of freedom within dearer 
money demands. The past month has been extremely signi- 
ficant in providing an answer to this question. Until quite 
recently it could be argued that the only vested interests 
to be seriously affected and hurt by the new policy were those 
of the banks and the financial community. They were hurt 
by the serious fall in the market value of securities that fol- 
lowed the higher bank rate. Within the last few weeks, 


however, industrial difficulties have begun to impinge. on the 
situation. In particular, the. British cotton textile indus- 
try has plunged into what looks like a serious slump. This 
is not the direct result of dearer money, though dearer money 
has been playing its part in bringing pressure to bear on 
an overloaded and overstocked industry, forcing the liquida- 


tion of excessive inventories, and compelling firms to lay off ; 


workers instead of maintaining them on their books though 
working short time. In some respects this kind of pressure 
on an industry which has in recent years battened on the soft 
markets of the sterling area, is precisely what is needed to 
bring the British economy into solvency. Some shift of 
labour to more essential industries, some adjustment of pro- 
duction to those trades that can cater for the hard currency 
markets—these are part of the frictional difficulties through 
which Britain must pass if the balance of payments is to be 
restored and the gold reserve strengthened. 


To the people directly concerned and the interests in- 
volved the problem does not appear in this guise. To them 
and, it must be admitted, to a large part of public opinion 
the beginning of difficulties in Lancashire are regarded as a 
first instalment of a return to the “bad old days”. The 
reaction to this has been a vehement demand for specific 
concessions to the cotton industry and an equally violent 
swing to the left in the county council elections. 

The most reassuring events of the past month is the 
fact that the British Cabinet has had the political and econo- 
mic courage to stand up to this challenge to their policy. In- 
sufficient praise has been given to Mr. Butler, the Chancellor 
of the Exchequer, for upholding within the Cabinet and 
his own party a policy which he knows must in the short 
run produce painful effects, however convinced he may be of 
its efficacy in the long run. The success of Mr. Butler’s 
stand on this issue is a reassuring indication that the 
Government is measuring its policy in terms of years and 
not months. It has yet té be shown that the country will 
respond to this mood. There is within the Government no 
evidence of the leadership or the capacity for exposition 
which will make people accept the immediate frictions and 
sacrifices that must be made in the cause of ultimate sol- 
vency. To the country at large the balance of payments, 
and the gold and dollar reserve are still incomprehensible 
abstractions. Their relevance to the standard of living is still 
unproven. Will it need the harsh realities of real insolvency 
to reveal the connection between the two? At that 
cost it would be an extremely expensive lesson to learn 
since it would involve the destruction of much on which 
Britain’s continuing standard of living is based, including 
its position as an international banker, merchant, and in- 
surer. The time has not come to pass final judgment on 
this issue. What can be said is that the Government have 
seen the need and are persisting on the right road, but that 
so far they have not taken the public with them. 


HONGKONG COMMERCIAL SCENE 


By E. A, Thompson 


Although repercussions from last year’s unprecedented 
buying spree have reverberated throughout trade circles 
since October or thereabouts, the loudest and most unpleasant 
effects are still being felt. The Banks have already pressed 
for redemption of Bills in respect of cargo long since arrived 
in all cases where funds could possibly be raised—however 
difficult this may have been. In others, local loans have been 
made to firms of good standing—a measure that has consider- 
ably eased the tight money situation. Less fortunate are 


the firms to date who have seen their goods auctioned off or 
have themselves been compelled to sell out at a heavy loss. 

Greatest existing liabilities to the Banks are the still 
unsettled accounts for chemicals and paper. One large esta- 
blishment is understood to have outstanding on its books— 
for one item alone, no less than 700 tons of Sodium Hydro- 
sulphite—the cost of which amounted to nearly HK$6% mil- 
lions. If this could be sold—buyers are not interested at 
present and are likely to remain so—at today’s price it would 
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only raise $2% millions. In view of this it is understandable 
when Bank managers sometimes clamp down on new credits. 


is In a cleft stick they are anxious for business but must at 


the same time guard a aneed their being landed with fresh 
headaches. 


Several chemicals have pital the attention of buyers 
in the past few weeks and prices have consequently stabilized 
somewhat. In a few recent cases prices have even advanced 
a little~only a little but enough to catch the eye of the 
speculators and substantial indents have been rushed abroad. 
For some chemicals, orders were in fact pouring in fast and 
furiously until Bank officials, alarmed at the spate, raised 
their margin from 30% to 50% and at the same time strong- 
ly advised clients to stop ordering the particular items con- 
cerned. Today, as indent figures mount, so must the pro- 
portion of marginal payment be expected to do likewise. Un- 
easy and alarmed the Banks can forsee in the not too distant 
future, some further debacles concerning commodities which 
show even a remote chance of profit. 


It has been said that the bulk of the ill-fated Sodium 
Hydrosulfite now gathering dust in the godowns, arrived 
on one vessel—the Kieldrecht. Many today are wondering 
what the next vessel of ill-omen will be and what next cargo 
will suffer in a fickle market. 


With great frequency some commodity or other in the 
Hongkong market is rocketted into prominence by a combina- 
tion of several factors. Chief causatives are usually a short- 
age of stock in the market coinciding with an urgent demand 
on the mainland. Such a case was typified in the 1952 New 
Year scramble for a usually favourite item of the chemical 
Importers—Ammonium Sulphate. Taken by and large how- 
aver the only beneficiary of this year’s business was Cable and 
Wireless which handled the heavy traffic to and from Europe 


while merchants and their correspondents abroad searched 
frantically for supplies. 


Negotiations were bogged down by many difficulties. The 
Japanese product could not be obtained because allocation 
was only being made on a political basis. Supplies from the 
United Kingdom and Western Germany required a Hongkong 
Essential Supply Certificate before export licences could be 
obtained, although the necessary import licences for this 
item are freely procurable in the Colony. Goods of Canadian 
origin were in short supply as were the Belgian, French and 
Italian products. There remained only one potential source— 


~ 


Eastern Germany and it was in this direction that attention 
was directed. A great many offers of the famous “Luna” 
product were received, not direct but from London and Holland 
and this was surprising if only in view of the fact that main- 
land buying agents were actually in: Eastern Germany 
time negotiating for supplies. 


Even more surprising was the keenness nevertheless of 
mainland buyers in Hongkong. to order through local firms 
although the nature of the difficulties to be overcome warned 
off the majority of merchants. Principal difficulty was that. 
of currency as American dollars were required in payment. 
Even at the unofficial. rate of exchange this was feasible but 
the risk of incurring substantial losses if the goods were not 
forthcoming was considerable. Further, the goods were in 
the Eastern Zone of Germany and there was therefore no 
guarantee that they would or could be delivered. In addition 
the buyers insisted on either a Performance Bond or a local 
letter of Credit—for goods subject to a local surveyor’s 
report of quality—a very dangerous form of contract indeed 
for the importer. Despite all this, at least one contract was 
signed for a quantity of 10,000 tons and as predicted by 
many the transaction failed when the goods were in fact 
not delivered before expiry of the deadline shipping date. 
Taiwan traders are reported to be currently offering US$84 
(HK$540) for 10,000 tons of this fertilizer but it is doubtful 
if any dealer will accept such an indent unless improved con- 
ditions of payment are forthcoming. 


It is doubtful if any great quantities were purchased 
direct by the buyers. Despite the number of “offers’’ .re- 
ceived there is at present a great shortage of fertilizers 
in this hungry world. The immense grain producing -area of 
Eastern and Middle-Eastern Europe can probably itself absorb 
the bulk of the present output of the “Leuna”’ works although 
it has been estimated that this huge plant can turn out 
at full production capacity no less than 5,000 tons in a single 
week. Much of the plant is idle today as production of Am- 
monium Sulphate is limited by a worldwide shortage of sul- 
phuric acid. In this connection it is interesting to note 
that some confusion has been caused in the past by offers from 
France of a so-called “Synthetic” Ammonium Sulphate. This 
term serves only to distinguish it ‘however from the product 
made in conjunction with coking ovens and which is a greyish 
yellow crystal. The “Synthetic” product is made from atmos- 
pheric nitrogen and sulphuric acid and produces a larger and 
whiter crystal, being the most popular type in these regions. 


THE DEVELOPMENT OF BRITISH AIR TRANSPORT 


By J. Linstead 


(Manager Far East of British Overseas Airways Corporation) 


At the beginning of May BOAC will introduce the de 
Havilland Comet into regular commercial operation. Few 
would deny that the Comet, carrying the international 
sommerce of passengers, mail and cargo across the world 
it 500 miles per hour, is the epitome of air transport pro- 
zress. How rapid thas been that progress! From the 
yeginnings of history until the twentieth century the speed 
of transport, or at least its development, was a veritable 
snail’s pace. For centuries the maximum speed of commerce 
vas about 12 miles per hour; with the invention of the 
steam engine there was a sudden boost but even by the 
and of the 19th century a speed of 60 miles per hour was 
jhe exception rather than the rule. 


Then came the aeroplane; although the first heavier 
than air aircraft flew at the beginning of this century, 
t was not until after the first world war that they were 


used commercially. The first regular British scheduled air 
service began on 25th August, 1919. At ten minutes past 
nine a de Havilland Airco 4A aeroplane took off from 
Hounslow Airfield, London, for Paris, where it landed 2% 
hours later. It was powered by a 350 h.p. engine, could 
carry 400 lbs, of payload and cruised at 95 miles per hour. 
It carried on this occasion one passenger and a mixed cargo, 
mainly consisting of mail, grouse and Devonshire cream. The 
aircraft was owned by Aircraft Transport and Travel Ltd. 
which, with some foresight, had been founded in 1916. 


Other companies quickly came on the scene and services 


- were soon in operation between London and Paris, Amster- 


dam and Brussels. 


These pioneer services from London to the Continent 
established a high standard of regularity from the outset. 
Much of this hard-won success was due to the pilots—all 
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ex-Royal Air Force personnel—who regularly braved adverse 
weather, backed only by the primitive ground aids and or- 
ganisation which then existed. One pilot, handicapped by 
both bad weather and mechanical trouble, made 33 forced 
landings between London and Paris. He got there eventually, 
although it took him two days. 


The period of development of my subject is therefore 
little more than thirty years during which time the average 
yearly increase in speed has been 12 miles per hour as 
against the maximum of 12 miles per hour achieved in cen- 
turies before, and from nothing routes have spread to almost 
every corner of the globe calling at innumerable places 
where for all those centuries the inhabitants knew no faces 
but those of their own small circle. 


This development has been made possible almost en- 
tirely by technical advancement in the design and perform- 
ance of aircraft. It is a far cry from that Airco 4A. flying 
200 miles at 95 miles per hour with 400 lbs. of load, to 
the current airliner which will carry five tons or more for 
3000 miles at 300 miles per hour. 


The aircraft were the means of development; the im- 
petus was supplied by fairly normal human characteristics 
and one or two special ones; enterprise, to make use of this 
new form of travel; appreciation, of its advantages over 
other forms of transport; competition, because others might 
reap some special benefit; nationalism, because most coun- 
tries saw a way of enhancing national prestige. In the 
British case a special altruistic reason may be claimed—a 
realisation of the special advantages for improving com- 
munications between the widely separated lands of the British 
Commonwealth and bringing closer together the many dif- 
ferent members of that family. 


Nevertheless, it must be noted that progress has been 
made despite certain restrictive factors. With the invention 
of the aeroplane a new sovereignty was introduced—the 
sovereignty of the air. When commerce between nations 
was mainly by sea, Governments were content to claim the 
right to control] the sea around their shores to a distance 
of only three miles from the coast (a little more in certain 
cases). The first international agreement on aviation mat- 
ters—the Paris Convention of 1919—established for all coun- 
tries the right to complete and exclusive jurisdiction over 
the air space above their territory and territorial waters. 
The Statesmen concerned may perhaps have foreseen the 


jet aircraft and the guided missile for there was no limita- 
tion on height. 


This principle, subjected to certain modifications at in- 
ternational conferences following the last war, has enabled 
Governments to exercise strict control over the granting of 
rights to the airlines of other countries to operate to and 
across their territory. Indirectly, the principle has been 
used to bargain for rights against the requirements of other 
countries. In the early days of air transport before air- 
craft were able to make long flights without landing, British 
lines were unduly handicapped because the widely separated 
territories of the Commonwealth could not be linked without 
many landings in foreign countries. In the 1920s and 1930s 
routes had to be changed time and time again because some 
particular country realised that the accident of its geographical 


situation gave it a strong bargaining position and the price 
asked for its facilities was too great. 


Among the forces behind development I did not mention 
that contentious quality or failing—the profit motive. I do 
not deny that this was present to some extent but in 
the words of a recent musical comedy song, it would cer- 
tainly have been a cockeyed optimist who thought there 


m 
were any quick returns in the business; the simplest ofjc. 
simple arithmetic on their costs, the carrying capacity of 
their aircraft and the marketable value of their services’ 
would have shattered any such illusions. The profit motive 
was therefore one of long term and small margins: ~ 


Although the early companies demonstrated their tech- 
nical skill, they failed to make money. Not only had they :pre 
to deal with a public which was not air-minded, but they i /~ 
had also to compete with foreign companies supported by en 
heavy subsidies and able to indulge in fare cutting. The | 
pilots offered to work without pay—but even this generous one 
gesture could not turn the tide: For a short time early in 
1921, British pilots had the mortification of seeing Croydon, 
which was the airport for London—used exclusively by foreign ™° 
operators. Government financial help had to be given to ‘42! 
restart British air services and to keep them going. ‘her 


10 
It should thus be noted that subsidies are not a recent 
thing in the operation of scheduled air services. They go vit] 
right back to the first beginnings. avi 


Today you will often hear subsidies criticised, but the nay 
fact must be faced that without them there would have :rax 
been little development in air transport anywhere in the fro 
world. Speed in any form of transport has always been ‘his 
costly and in the early days of flying the price was beyond Jor 
the economic limit of so-called private enterprise. on 


The scale of subsidy is one of the principal measures of ink 
progress in international air transport but unfortunately >" 
it is a complicated one; direct payment of sums of money | 
is one of’ the least common forms; whereas this has always mad 
been the method adopted by British Governments towards ~0! 
their national lines, with the result that the actual 4n 
amounts are periodically blazoned across the newspapers, Ve: 
other countries preferred such indirect methods as inflated 2lo 
rates for the payment of carriage of mails, or the provision “he 
of the equipment to be operated. Even national policy in “he 
the exchange of commercial rights can be a form of subsidy 
to the national operator. When you read that such and such >et 
a national airline has made a profit, whereas a British line pec 
has incurred a deficit, the points I have mentioned need ig 
close examination. an 


In the years immediately following the last war the im- 
pression was created in certain quarters that the British 
national airlines were losing larger and larger sums of money; *™4 
the very word deficit sounded more ominous than subsidies. ri 
It is well known that as a result of Britain’s pre-occupation 
with military matters during that war and her concentration 
in the aviation sphere on the production of military aircraft, °°! 
her airlines were left in the immediate post-war years with 
nothing but uneconomic converted military aircraft with which n 
to operate her services. Nevertheless, whereas the subsidy ef 
paid to Imperial Airways in 1930 was equivalent to 84d. per ‘he 
load ton mile—the unit of measurement of airline traffic— ii) 
the much larger sum paid to B.O.A.C. in 1950 meant only 
20d. per unit. The effects of the introduction of economic ,, 
commercial aircraft have soon been felt and the financial | 
year which ended on 31st March this year showed a small 
profit for B.O.A.C.—without any subsidy either direct or 
indirect. 

In the problem of subsidies was the true birth of British . 
Air Transport as it is known today. A Government Com- 
mittee, appointed in 1923 to review the policy of subsidy, i1 
gave direction to this matter by recommending that existing |§ 
air companies should be welded into one organisation strong n 
enough organically and financially to carry out the work of | 
developing external airlines. 


As a result of this report, the four subsidised British n 
air companies were incorporated in a new company called 
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mperial Airways, which took over all their services from 


Ost April, 1924. 


ices” 


tive 


>ch 
hey 


The 
ous 


eign 
| to 


cent 
go 


the 
have 
the 
been 
yond 


of 
ately 
oney 
ways 
‘ards 
ctual 
pers, 
lated 
‘ision 
in 
bsidy 
such 
. 
need 


p im- 
ritish 
oney; 
idies. 
vation 


sritish 

Com- 
ibsidy, 
cisting 
strong 


ork of 


British 
called 


Imperial Airways was floated as a limited liability 


sompany. The British Government held some shares and 
appointed two Directors to the Board. 
“CA 5f Government subsidy, being granted a total of £1,000,000 
h spread in decreasing amounts over ten years, by which time 


It received a monopoly 


t was hoped that commercial air transport would have be- 
‘ome self-supporting. Subsidy arrangements were extended 
n 1928 to cover a 15 year period, and payments increased, 
nainly to meet the new responsibilities of Empire traffic. 


Imperial Airways inherited just over 1,700 miles of 
‘ross-Channel routes and a motley collection of 15 aircraft 
idapted and developed from 1914-1918 warplanes—most of 
them obsolete. Empire routes had still to be surveyed, and 
10 civil aircraft yet existed to fly along them. 


At the end of 1925 Imperial Airways made an agreement 
with the Air Ministry (then responsible for both military and 
‘ivil aviation) for air services between Egypt and India. It 
nay seem strange that this first section of the Imperial 
‘rack should have been planned from a point 2,000 miles 
from Britain to another nearly 5,000 miles away. But 
this sector, connecting the Near East with the Indian Sub- 
Yontinent is a key strand in any pattern of Commonwealth 
‘ommunications. It was realised from the outset that this 
ink would be as vital to the Imperial air system as the 
3uez Canal is to our sea communications. 


It presented the most difficult stretch of country for an 
1ir route, except perhaps the North Atlantic, anywhere in the 
Sommonwealth. The R.A.F. had, for a few years, maintained 
an air bridge across the narrowest part of the Arabian 
Desert; so few landmarks were there that the R.A.F. had to 
slough a gigantic furrow for some hundreds of miles to give 
heir pilots a line fly along. Remember that in those days 
chere were no radio beacons, radio compasses, etc. 


The first Empire air service began in January, 1927, 
yetween Cairo and Basra. It could not go through to India 
yecause the Persian Government refused to ratify a provisional 
agreement with the British Government to allow aircraft to 
and in its territory. 


On this service not only had passengers to be transported 
ind accommodated at nightstops, they also had to be safe- 
ruarded against theft and murder. With potentially hostile 
‘ribesmen living around Kutbah Wells in Iraq, the station 
ind landing ground there had to be given military protection. 
4 Fort reminiscent of a Beau Geste masterpiece was built 
‘omplete with battlements and towered strongpoints. 


The service was soon extended at both ends and early 
n 1929 the first through service between England and Karachi 
eft London. The hops were very short by comparison with 


he long stages now made possible by the greater range of 
iircraft today. 


As the years passed, the routes were projected further 
sastward, first early in 1933 to Calcutta, then to Rangoon 
ind by the end of the year to Singapore. Then came one 
of the most important steps in development—the formation of 
he first of the Commonwealth operating partnerships which 
1ave broadened and strengthened into the permanent position 
hey hold today. In 1934 Qantas Empire Airways was formed 
n Australia to operate the Singapore-Brisbane sector. The 
irst through service England-Australia left London in April, 


1986. This route of 12,700 miles was the longest air route 
n the world. 


In the meantime another great continent was receiving 
ittention. In 1929 Imperial Airways and the Air Ministry 
nade a joint survey of the route to East and South Africa. 


As far back as 1919 the Royal Air Force had begun flights 
across the mountains, jungles and swamps of Central Africa. 
In that enormous area, smooth firm ground suitable for 
airfields was conspicuous by its absence. Moreover, a runway 
levelled and stamped hard by hundreds of men working for 
weeks could be washed away in a night by a downpour of 
tropical rain. The difficulties were ovemcome, the route 
established, and services were opened by stages until in April, 


1932, a through service was opened between London and 
Capetown. 


Although at the time these services to the East and 
to Africa seemed an impressive network, a relatively small 
fleet of aircraft was needed to operate them; there was indeed 
a small home market for aircraft of the airliner class. It 
was unlikely that the United States would make it easy for 
British aircraft to be sold there in competition with the 
adequate and competent American industry. British aircraft 
of the private owner and taxi class could be found in operation 
throughout the Eastern hemisphere, but the small require- 
ments of Imperial Airways could not sustain a healthy British 
commercial aircraft construction industry. 


Then came one of the boldest and most imaginative con- 
ceptions of the thirty odd years that air transport has 
existed—the Empire Mail scheme. Air letters had always 
been carried for a postal surcharge—sometimes ten times 
the surface postal rate. Imperial Airways officials calculated 
that if all first class mail—that is, closed letters as dis- 
tinct from newspapers, packets etc.,—were sent by air, re- 
gular mail loads would be so great that the spread of over- 
head costs would mean that a letter could be sent anywhere 
within the British Commonwealth for the ordinary surface 
rate of 142d. Praise is due to the postal and Government 
authorities who endorsed the scheme; it swept away postal 
surcharges between the participating countries and the need 
to affix special airmail labels; an ordinary penny halfpenny 
stamp and your letter went by air. The scheme was in full 
operation before the end of 1938 and conferred on British 
Air Transport the distinction of being the world’s largest 
carrier of external airmails. With the outbreak of war 
capacity was required for other purposes, the scheme was 


dropped, and post-war economics have so far prevented its 
re-introduction. 


But that anticipates. The “all up mail’ decision taken 
in 1934 meant that Imperial Airways could make their future 
plans on the basis of assured regular loads that would justify 
the introduction of faster and more frequent services. A new 
and much larger fleet of aircraft became necessary with the 
minimum of delay. The Company took the unprecedented step 
of ordering from Messrs. Short Brothers 28 ‘C’ class flying 
boats—off the drawing board without waiting for a prototype 
to be built. In so doing the Company backed their faith in 
British design to the extent of more than two million pounds. 
This was an act of faith and imagination in keeping with the 
wide conception of the Empire Mail scheme, for the ‘C’ class 
flying boat created a revolution in air transport. It set 
new standards in performance and comfort. It also provided 
one of those rare examples of the civil leading the military 
for the Sunderlands which achieved such fame during the 
war and which you still see used by the R.A.F. in Hongkong 
were developed from the ‘C’ class, not the other way round. The 
order for this fleet had a salutary effect generally on the civil 
aircraft industry for it was realised that sooner or later 
this fleet would have to be expanded and replaced. 


An ancillary effect of the Empire Air Mail Scheme was 
that it was economically possible to extend routes to places 
not previously served and at the outbreak of war, the Com- 
monwealth “family” of airlines, Imperial Airways with its 
associated Dominion and Colonial operators, was flying 24,000 
miles a day ever 27,000 miles of routes. 
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A word about one of the greatest triumphs of this story— 
the conquest of the Atlantic. The first direct crossings of the 
North Atlantic, both by airship and aeroplane, were made 
in 1919 by British aviators, but it was not until the early 
1930s that experts were able to consider an Atlantic air 
service as a practical proposition. The difficulties were wholly 
technical as, though hardy spirits had demonstrated that air 
crossings were possible, there was as yet no civil aircraft in 
existence which could be devended on to make the flight re- 
gularly in both directions and carry a payload large enough 
to make the route economically attractive. 


In 1934 Imperial Airways ordered two large flying boats 
specially constructed and equipped for a trans-Atlantic survey. 
One of these flying boats, a development of the ‘C’ class 
version, made the first experimental crossing of the North 
Atlantic in July, 1937, flying via Foynes (Ireland) and Botwood 
(Newfoundland) to Montreal and New York. While this 
machine “Caledonia” was flying westwards, an American fly- 
ing boat was on the eastward flight. This meant that two 
commercial flying boats passed each other for the first time 
in the central area of the North Atlantic. 


It requires more power to lift an aircraft off the sea or 
land than to keep it in flight—increase in power means in- 
creased rate of fuel consumption. The greatest problem of 
the Atlantic, therefore, was to take off an aircraft with 
sufficient fuel for the long crossing. Imperial Airways ex- 
perimented with two methods of overcoming this problem; one 
was known as the composite aircraft, in which a larger flying 
boat carrying relatively little fuel, took off with a smaller 
craft, with ample fuel, fixed to its back; once airborne the 
small craft was detached and continued its journey—Maia was 
the name of the larger aircraft and Mercury the child, which 
in this way flew non-stop from Ireland to Montreal in twenty 
hours. The other method was refuelling in the air; the 
aircraft took off with a moderate load and was then tanked 
up in mid air from another aircraft before setting out on its 
long journey. Two flying boats made several crossings of 
the North Atlantic by this method in 1939. Subsequent im- 
provements in aircraft performance hastened by the war 
made these unorthodox methods unnecessary for regular ser- 


vices. 
* 


Now some remarks about a major change which occurred 
at this time in the administrative structure of the major 
British airlines. A private enterprise company known as 
British Airways had been formed in 1935 by the merger 
of three smaller companies, to operate certain services in 
Europe. In.1936 the Air Ministry was released from its under- 
taking not to subsidise any company other than Imperial Air- 
ways, in order to contribute to the cost of British Airways 
services to Scandinavia. As the company also operated to 
Paris there arose a position analagous to that of the early 
days when subsidised companies of one nation competed for 
the same traffic. British Airways were using fast up to date 
American aircraft; the accent of the time was speed and there 
were trenchant criticisms of the slower Imperial Airways 
services by people who perhaps overlooked the fact that a large 
four engined aircraft might have certain other advantages over 
the smaller twin engined types. However, in 1937 Government 
appointed a Committee of Enquiry, known as the Cadman 
Committee, from its Chairman, Lord Cadman. The report, 
published in 1938, was lengthy but its chief recommendation 
was briefly that Imperial Airways should concentrate on long 
distance and Empire services and British Airways on European 
services. It is also interesting to note that the report accused 
Imperial Airways of ‘taking too commercial a view of its 
responsibilities’! 

The Government accepted in principle the recommenda- 
tion, but decided to go further and amalgamate the two com- 


panies. The main reasons were the desirability of closer 
control of the large sums of public money needed for deve- 
lopment and the fact that expansion of overseas routes called 
for a pooling of all resources of technical and administrative 
experience. It was also felt that a limited liability company 
was at a disadvantage in that the interests of shareholders 
must take preference over farsighted development programmes 
for the operation of new air services. 


The British Overseas Airways Act, establishing the new 
Corporation was passed by Parliament in August, 1939, and 
the day appointed for the formal merging of the two con- 
stituent companies was April ist, 1940. Meanwhile, war 
broke out and in accordance with their subsidy agreements, 
they jointly placed their organisations at the Government’s 
disposal. 


To the bitter disappointment of many of its staff, who 
of course were subject te labour direction, the Corporation 
was kept in civil status throughout the war, but it is obvious 
that as such an organisation can discharge many functions 
which a fighting service cannot. Subject to the international 
laws of belligerency, the Royal Air Force could for example 
not operate to neutral countries. 


B.O.A.C. crews flew the first instalment of American 
military aircraft across the Atlantic to Britain in 1940. The 
Corporation operated the Atlantic Return Ferry service, summer 
and winter to take ferry pilots back to Canada after each 
delivery of U.S. warplanes—a valuable contribution from the 
pioneer work across that ocean. A typical job in another part 
of the world was in August, 1940, when a Corporation flying 
boat went to Leopoldville in Equatorial Africa with a party 
of Free French officers who inspired the coup d’etat which 
brought French Equatorial Africa to the side of the Allies. 
This flight of 5,000 miles was over a route which had never 
before been operated and there were no radio aids to naviga- 
tion, no weather reports, and no airways staff in West Africa 
to deal with refuelling and maintenance. 


When the (Mediterranean was closed to British traffic, 


the Corporation operated services from the U.K. to West. 


Africa and thence across the continent to Cairo. A fleet of 
B.O.A.C. aircraft operated in close support with the fighting 
services during the campaigns in the Western Desert, carrying 
mail newspapers, ammunition, medical supplies, spare parts for 
tanks and military vehicles, and similar cargoes. ‘C’ class 
flying boats maintained the link with Australia and the Far 
East by means of the Horseshoe route, which ran in a great 
loop from Durban in South Africa, north to Cairo and then 
by way of the Persian Gulf, India, Burma and Singapore to 
Sydney. When longer range aircraft re-established the 
Mediterranean link connection was made with services from 
the U.K. at Cairo. With the loss of Singapore, Malaya and 
other points of call in the Far East, the Horseshoe route ter- 
minated for a while at Calcutta, but after a short time a route 
was opened to Ceylon, whence Qantas Empire Airways 
operated one of the most spectacular services ever known. 
With Catalina flying boats they flew direct from Ceylon to 
Perth, Western Australia. Passengers carried—all officials 
of course—were dubbed with the Order of the Double Sunrise 
for the flight averaged 32 hours. 


By the end of the war B.O.A.C. aircraft had flown over 57 
million miles on war service and carried nearly a quarter of 
a million tons of cargo and mail. It had also carried nearly 
300,000 passengers, including Heads of States—among them 
Mr. Churchill—Cabinet Ministers and Service Chiefs. It had 
established many new routes, some of which were later further 
developed as civil air routes. 


May 1 


pora 


task 
I h 
airl 
wer 
sim 
affa 
dra 
Cor 
levi 
ype 
oasi 
00S 
few 
res 
»f 
Bri 
res 
Bri 
irs 
whi 
xe 
ro 
ye 

she 
no 
Aj 
90 
rie 
she 
vO 
"ro 
a 
50 
in 
ve 
Ne 
4 
50 
4 


1952 


FAR EASTERN ECONOMIC REVIEW 


BTT- 


Part of the Air Council’s Victory message to the Cor- 
poration reads as follows:— 


“The Royal Air Force has fought on many fronts and in 
many climes, separated often by many thousands of miles 
from the homeland. But wherever it has fought, the 
Corporation was ready, to the limit of its resources, to 
render any service asked of it and to face any task, 
however desperate, however dangerous, with high 
enthusiasm and incomparable skill”. 


At the end of the war B.O.A.C. immediately set about the 
task of rebuilding and extending the Commonwealth routes. 
I have mentioned the equipment position in which Britain's 
airlines found themselves at that time. As soon as the 
ultimate outcome of the war was no longer in doubt, plans 
were laid for postwar civil airliners, but modern aircraft are 
similar to big ships in some ways. They are such complicated 
affairs that in a peace time economy the time between first 
drawings and putting into service is years not months. 


To bridge the gap until those plans came to fruition, the 
Corporation was at first compelled to use conversions and 
levelopments of military aircraft, which were expensive to 
»perate as they were not able to carry an economic load of 
passengers and freight. 


When the country had had time to take stock of its financial 
oosition enough dollars could be made available to purchase a 
few of the modern American transport aircraft which had 
resulted from that country’s wartime monopoly of that field 
of construction. A compromise was also adopted whereby 
British engines were fitted to American airframes and the 
result was the fleet of Argonauts which now operate from 
Britain to Hong Kong, the Far East and South America. The 
irst fleet of all British postwar airliners were the Hermes 
which took over the operation of the African routes in 1950. 
For two years now the whole world has been watching the 
roving flights of the de Havilland Comet, a fleet of which will 
ye in service this month. 


The postwar task was so great that in 1946 Government 
lecided to create separate Corporations to operate the European 
services, and to a new field, South America. It was soon 
‘ound however that the problems of this latter field, unlike 
‘he European, were so similar to those of the main Com- 
nonwealth routes, that in 1949 the British South American 
Airways Corporation was merged with B.O.A.C. The Cor- 
x90ration now operates 150,000 miles of routes, serves 51 coun- 
‘ries and every minute of the twenty four hours of every day 
shere are several of its aircraft in the air somewhere in the 


world. 
* 


So far I have outlined mainly the trunk routes running 
‘rom Great Britain to the many lands of the Commonwealth, 
yut trunk services cannot call everywhere; traffic must be fed 
-o them and distributed from them to the places which for 
~conomic or geographical reasons cannot be served direct. There 
s also purely local traffic in certain areas. Many small com- 
yanies were formed for this purpose long before the last war 
ind have since developed into miniature replicas of the ijiarger 
Sorporations. Most of these were developed with technical 
und administrative assistance from, but without undue inter- 
‘erence by, B.O.A.C. 


Another form of co-operation has been between Common- 
vealth countries with common interests in a particular route. 
[he service from Australia to New Zealand is operated by 
[asman Empire Airways in which Great Britain, Australia and 
New Zealand have interests. From Australia to the North 
American continent the long Pacific route is operated by British 
Yommonwealth Pacific Airlines, a partnership of Great Britain, 
Australia and Canada. 


Perhaps the acme of this system is where national aspira- 
tions require that the partners shall retain their separate 
identities, as between the United Kingdom, Australia and 
South Africa. Whereas in the beginning each country ran a 
section of the route, now they operate alongside each other 
throughout its length. B.O.A.C. and South African Airways, 
London to Johannesburg, B.O.A.C. and Qantas, London to 
Sydney. But, revenue is pooled and costs are shared, according 
to a pre-arranged formula and the public has all the benefits 
of a single service. 


It would be amiss not to mention the great development 
in the field of charters or so-called non-scheduled operators. 
In the years between the wars the air charter business was 
mainly confined to two or three seater aircraft, used mainly 
by wealthy people for week-ends on the Continent or people 
who had missed ships and wished to catch them at the next 
port of call. In the undeveloped territories overseas, they were 
put to more practical use, to move doctors and nurses to 
isolated spots, to link up widely separated farms etc. This 
branch of the air transport industry has now grown to the 
stage where there are several companies ready at a moment’s 
notice to move a propeller shaft weighing several tons to a 
ship disabled several thousands of miles away, to move an 
entire ship’s crew half way round the world, or to assist in 
the mass migrations which have followed the last war. 


These companies have reason to be grateful for the 
pioneer work which I have outlined; they could not have 
afforded to install the facilities which they so freely use 
throughout the world, nor to bear the enormous development 
costs which have made their operations possible. 


This article can only give the barest outline of a fas- 
cinating story. I have hardly touched on the political aspect; the 
changes from the days when airline officials negotiated direct 
with foreign Governments for the facilities they needed, 
through the vicissitudes of the many international conferences 
which have been held, to the position today where anyone 
wishing to become familiar with what he may or may not do 
in the operation of air transport, must undertake a course of 
study akin to that of the embryo lawyer. I have not been able 
to trace the development of all that ancillary paraphernalia— 
radio, radar, meteorological equipment and airport facilities— 
without which the highly efficient modern aeroplane would 
be as much at the mercy of the elements as the earliest sea- 
going vessels, or about as useful as a ship without a harbour. 
I have not explained why aircraft have followed the trends of 
design which most of us have come to accept without 
question, or to comment on special projects such as the great 
Bristol Brabazon or Saunders Roe flying boats. 


As I said at the beginning of this article, all this develop- 
ment had been due largely to the technical improvement of the 
aeroplane. It is perhaps a sobering thought that without 
two world wars it almost certainly would not have been 
possible in 1952 to fly from Hongkong to any part of the world 
by a commercial air service. Without the urgency imposed by 
and the unlimited money made available during those wars, a 
more leisurely course of evolution would have been followed. 


Between the two wars the speed of commercial aircraft 
increased by barely one hundred miles an hour. Their range 
was barely doubled. Now we have aircraft flying at five 
times the speed of those first services with ten times the 
range. Speed, range and carrying capacity depend primarily 
on the power with which an aircraft is driven. Progress 
followed a fairly steady line as the power of engines in- 
creased and the weight and fuel consumption per horse 
power decreased. The line took a sharp upward turn with the 
invention of the jet engine. 
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REVIEW OF THE ECONOMY OF JAPAN IN 1951 


The economic prosperity which had been introduced by 
the outbreak of the Korean war and the successive changes 
in the international situation, continued in the early part 
of the year 1951. But after around April, business activity 
became rather stagnant following the reaction in international 
markets. 


Effects of the Korean War 


Special procurements reached more than US$310 million 
during the year after the outbreak of the Korean war, and 
exports totalled $960 million in the fiscal year 1950 (Apr. 
1950-Mar. 1951) due to the favourable turn of overseas 
markets. Industrial production increased rapidly, the index 
compiled by Economic and Scientific Section, SCAP (1932-36 
=100) advancing to 106.3 in October 1950, 120.8 in March 
1951 and 140.7 in June of the same year. Industrial pro- 
duction thus increased by 40 per cent and exports and im- 
ports doubled during the year after the outbreak of the 
Korean war, though the effect of U.S. aid to Japan amount- 
ing to $2 billion cannot be overlooked. However, actual con- 
ditions of the Japanese economy cannot be said to have re- 
turned to the prewar level; for instance, the national con- 
sumption level was only 80 per cent of the prewar figure, 
the export volume 30 per cent and the import volume 40 
per cent. 

On the other hand, the economic activity after the Korean 
war was sustained by credit expansion. The note issue of 
the Bank of Japan increased from Y310 billion in June 1950 
to Y390 billion at the end of March 1951, showing an ex- 
pansion of Y85 billion in the fiscal year 1950 as against a 
contraction of Yi billion in the preceding fiscal year. This 
marked expansion of cunrency circulation was due to excess 
of payments of Foreign Exchange Fund Special Account caused 
by the increased purchase of foreign exchange to meet special 
procurements and the active export trade, and by the usance 
system of the Bank of Japan. The resulting “export infla- 
tion’? was shown in the relative increase of currency circula- 
tion caused by the disbursement of yen funds paid by the 
Bank of Japan to Foreign Exchange Fund Special Account 
under the usance system, and in the shortage of goods for 
domestic consumption. 

Following the advance of foreign trade and industrial 
production, the business results of enterprises developed 
favourably. According to an investigation of the Economic 
Stabilization Board, enterprises which had previously regis- 
tered a deficit such as coal mining, automobile and rolling- 
stock manufacturing showed a profit after the outbreak of 
the Korean war; the rate of net profit to net worth during 
the business term ending March 1951 (half-year) was 36.1 
per cent for coal mining, 30.4 per cent for the iron and steel 
industry, 156.0 per cent for cotton spinning, 194.0 per cent 
for the chemical fibre industry and 67.6 per cent for the 
paper industry; undivided profits in the fiscal year 1950 
amounted to about Y120 billion as against Y54 billion for the 
previous year. Enterprises had to resort to overtime work- 
ing, increased subcontracts and employment of temporary 
workers to meet the business activity. 


Stagnancy in Economic Activity after Spring of 1951 

_ The reactionary decline of international prices, and the 
improved supply and demand situation due to the favourable 
development of the import trade, as well as the inactive 
demand due to high prices affected business activity. Owing 
to the high cost of imported raw materials, the financing 


of stocks of export commodities and of imported raw mate- 
rials became a difficult problem. 


The Tokyo wholesale price index which advanced by 50 
per cent during the period from June 1950 to April 1951 
registered a decline of 0.3 per cent in May compared with 
the previous year: Prices of foreign trade commodities such 
as textile goods, hides and leather, rubber, etc. showed a 
heavy decline; prices of metals which had continued to ad- 
vance became lower than makers’ selling prices due to the 
inactivity in exports. Although a temporary advance of the 
general price level was later witnessed in consequence of 


the advance of official prices of staple food and electricity 
charges, and dearer coal prices, the general price tendency 
was weak due to stagnant export trade, monetary stringency 
and the decline of purchasing power, wholesale price index 
remaining almost unchanged after the beginning of October. 
The development of foreign trade in 1951 which was charac- 
terized by an increase of imports during the first half and 
inactivity in exports during the second half introduced the 
problems of financing of imported goods. This and the suc- 
cessive failure of trading companies, tight money conditions 
were the principal factors in the decline of business activity. 
The export trade has recently shown some improvement, but 
a substantial recovery cannot yet be expected, in view of 


the high dependency on special procurements. The problem 
of the accumulation of aap sterling and the shortage of 
dollar funds remains to solved. 


The above development gradually affected industrial 
production; the index which showed a stagnant development 
during the period from May to July (139.3 for May, 141.8 
for June and 141.9 for July) declined to 140.3 in August. 
The abnormal low-water situation in September and the re- 
sultant restriction of electric power consumption severely 
affected industrial production, the index declining to 136.4 
in September, 137.2 in October and 136.9 in November. 


The tendency towards overloans by city banks was fur- 
ther accentuated by excess-withdrawals of government funds, 
a demand for funds for the settlement of imports, financing 
of stocks, an increase of necessary working funds due to the 
advance of electric power rates, gas charges, freight rates 
and other expenses. According to the return of all city 
banks, loans amounted to Y1,450.7 billion and deposits to 
Y1,395.1 billion at the end of November as against Y1,264.5 
billion and Y1,292.7 billion at the end of July, indicating the 
heavy pressure of the Bank of Japan on financial institutions 
and leading enterprises. The business results of principal 
companies for the first half of 1951 continued favourable, and 
the heavy industries, such as iron and steel, machinery, meta] 
mining, in particular, registered high profit rates. However, 
the foundation of these enterprises cannot be said to have 
recovered completely, and relations with financial institu- 
tions are somewhat precarious. The future development of 
these relations will be important in connection with tendency 
towards overloans and the policy of checking inflation. 


Nominal wages advanced in general but at divergent rates 
according to industry. The level of consumption continued 
to be stagnant or declined, the increase of official prices for 
staple food, etc. after August severely affecting national 
living. Labour disputes, consequently, became numerous 
which led to an increase of wages. It is anticipated that 
labour disputes may increase in connection with the political 
situation. 


Marked Expansion of Heavy Industries 


One of the principal features of the Japanese economy 
after the outbreak of the Korean war was the marked ex- 
pansion of the heavy industries. Increased production was. 
of course, principally brought about by special procurements 
and the increase of exports due to worldwide rearmament 
and the Korean war. Domestic market was also active by 
orders for production equipment of consumers’ goods favoured 
by special procurements and the activity of exports. Thus 
the domestic demand is depressed when the production of 
consumers’ goods is affected by the sluggishness of war boor 
and the decline of purchasing power. The rationalization oj 
the heavy industries has not progressed favourably, and the 
high cost of imported materials reduces competitive powe) 
in the international markets. New special procurements 
under the economic development plan relating to South-Eas' 
Asia and the U.S.-Japan economic cooperation program will 
therefore, face difficulties when the principle of commercia 
basis is strictly applied. 

With the favourable turn of business results of enter 
prises after the outbreak of the Korean war, the accumula 
tion of private capital showed a marked improvement, private — 
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investments in equipment funds in the fiscal year 1950 
amounting to Y165, billion, a 30 percent increase compared 
with the previous year. However, the distribution of invest- 
ments was not satisfactory from the viewpoint of balanced 
economic development: In the manufacturing industries, in- 
vestments attached too much importance to pulp, paper and 
rayon filament yarn, whilst investments in the vehicles, ship- 
building, machinery industries were insufficient. In com- 
parison with the manufacturing industries, investments in 
basic industries such as electric power, coal and transporta- 
tion were not active. Under these circumstances, the ex- 
ploitation of electric power resources has become the most 
important problem of the present day, but there remain 


_ various difficulties to be solved, in particular, the accom- 


modation of funds. As regards the labour problem, overtime 
working, labour intensification and the employment of tem- 
porary workers were resorted to meet the necessary increase 
of production. The increase of employment in this field was 
not satisfactory. 


As the expansion of heavy industries after the Korean 
war partook of the nature of a war economy to a great ex- 
tent, various problems arise from the viewpoint of reproduc- 
tion in the national economy. When foreign currencies ob- 
tained by special procurements and exports cannot be utilized 
as import funds for raw materials, there will be an inflation 
gap, and export inflation will follow the restriction of the 
domestic demand by exports. On the other hand, in view 
of the necessity of strengthening the national defence after 
the peace settlement, the prospective increase of demand 
for the National Police Reserve and the Marine Safety Agency 
must be regarded as consumption outside the reproduction 
process. According to the budget draft for 1952-53, the ex- 
penses for the Japanese share of national defence and for 
the National Police Reserve are expected to account for the 
greater part of reserves amounting to Y220 billion. More- 
over, the production of aircraft under subcontract system is 
reported as likely. Under these circumstances, the produc- 
tion of industries connected with national defence directly 
and indirectly is expected to show an increase. However, as 
this increase of production cannot be regarded as reproduc- 
tion, the advance of the heavy industries will not bring 
about the expansion of the whole of the national economy. 
Moreover, funds for the purchase of armament products will 


FOREIGN TRADE 
Development of Import Policy and its Effect 


With the outbreak of the Korean war, an abnormal ex- 
pansion was brought about in Japan’s export trade, while 
on the other hand, imports continued inactive, mainly due 
to increased prices of import commodities, export control in 
the United States and lack of Japanese ocean-going vessels. 
This brought about “export inflation” and also put an external 
limit to the enforcement of a balanced budget, the prop and 
stay of the country’s economic stabilization policy. 


The effect of the import shrinkage also influenced the 
raw material situation which was further aggravated by the 
export ban to Communist China, put in operation after 
December 1950. Moreover, the advance in international prices 
was conspicuous even in commodities which were in relatively 
good supply. 

The lack of balance engendered by these import difficul- 
ties, coupled with the rise in prices of manufactured goods 
as the result of higher import prices of raw materials gave 
rise to the problem of economic recontrol. 


To meet the situation, the government embarked on the 
promotion of imports from the financial side, in addition to 
a series of measures already taken for the same purpose 
since the outbreak of the Korean war. Thus, the foreign 
currency budget for the period January-March 1951 was in- 
creased to $520 million, an increase of $140 million over 
the preceding period. In anticipation of a further rise of 
international prices, the budget was successively expanded 
to Y890 million at the end of March 1951. : 


Reflecting the effect of these import promotion measures, 
a marked improvement was seen in foreign trade from the 
beginning of 1951. Imports, particularly, registered a sharp 
advance from $101,867,000 in January to $208,936,000 in 
March. As a consequence, the trade balance showed import 
excess which increased from $11,990,000 in January to 
$112,720,000 in March. The trade balance including invisible 
trade and special procurements, however, did not register 
excess payments until February, these excess payments in- 
ae from $19,860,000 in February to $63,770,000 in 

arch. 


International Balance of Payments 


(in 1,000 dollars) 
Bal 


Receipts Payments ance 

Exports Invisible trade * Total Tmports Invisible trade * Total 
64,401 19,624 84,026 53,793 2,641 56,434 27,592 
89,875 45,793 135,668 101,867 4,491 106,358 29,310 
94,659 51,831 146,480 160,450 5,899 166,349 19,859 
96,216 65,341 161,558 205,936 16,389 225,326 + 63,768 
ow 114,985 93,221 208.205 181,945 18,215 195,160 13,046 
134,790 68,691 203,480 175,748 11,403 187,146 16,335 
ey er 123,271 62,511 185,782 158,094 12,933 171,027 14,755 
adhe teases 127,447 68,839 196,286 143,810 15,715 159,524 36,762 
ed 109,386 111,323 220,709 140,333 20,718 161,051 59,658 
86,166 77,134 163,300 114,099 18,444 127,543 35,757 
106,891 94,605 193,496 106,443 21,711 128,154 64,342 


* Includes special procurements. 
+ Indicates excess-payments. 


Note: 


have to come from taxes under present conditions of the 
public finance. Under present conditions, it is problematical 
whether the increase of income from taxes can be expected 
without restricting national consumption. 


Outlook 

The Japanese economy will take a first step toward self- 
support after the peace settlement in the first half of 1952. 
The restoration of economic autonomy, close relations with 
foreign countries and the materialization of U.S.-Japan 
economic cooperation may be expected. However, large 
government expenditures for meeting the financial obligations 
connected with the Peace Treaty, and balance of inter- 
national payments without American aid will be necessary. 
The Japanese economy in 1952 may progress in its way 
towards self-support under the influence of international 


economic conditions which depend on the development of 


worldwide rearmament. 


The increase of imports resulted in (1) a decline of the 
deficit in yen in Foreign Exchange Fund Special Account, 
that had been the cause of export inflation since the Korean 
war, and (2) a restriction of imports on account of the de- 
crease of foreign currencies. The deficit in Foreign Exchange 
Fund Special Account, which registered Y34.7 billion in 
January, declined to Y27.7 billion in February, Y16.7 billion 
in March and Y7.4 billion in April 1951. 


The cause of the export inflation was thus temporarily 
removed, but foreign currency holdings, which amounted to 
$520 million at the end of 1950, decreased to less than $400 
million in March 1951, due to the excess of imports from 
January, showing a loss of more than $100 million in the 
three months period. Considering foreign currency debts at 
the end of March amounting to $870 million, the decreasing 
tendency in foreign currency holdings was bound to continue. 
The government, therefore, decided to restrict imports in 
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anticipation of future difficulties in fimancing. Thus, the 
automatic approval system, adopted as an import promotion 
measure from the outbreak of the Korean war, was replaced 
by pre-allocation, and the pound usance bills system adopted 
since January was suspended. | 


The expansion of imports also brought about an increase 
in the demand for funds for the disposal of goods amounting 
to $800 million which were imported during the period from 
January to March 1951. According to a survey by the Ministry 
of International Trade and Industry, the amount of usance 
bills- falling due in the 1st and 2nd quarters of the fiscal 
year was as follows: 


(in billion yen) 


April May June Total 

Bot 43 58 60 161 
July Aug. Sept. 

67 67 45 179 


About 80 per cent of the above amount was to be financed 
by banks, as funds for taking delivery of imported goods. 
City banks, however, being unable to meet these require- 
ments, were obliged to depend upon credit expansion by the 
Bank of Japan. This credit expansion by the Bank of Japan 
naturally involved an inflationary factor, but, at the same 
time, it was a necessary evil as imports consisted of com- 
modities such as rubber, fats and oils and hides and leather 
which were closely connected with economically weak, small 
and medium enterprises. 


Change of International Situation and U-.S.-Japan Economic 
Cooperation Program 


As international prices declined after the peak in the 
middle of March 1951, world markets began to show signs 
of being reconverted into a buyer’s market. With the Malik’s 
statement on a cease-fire in Korea, a turning point, inter- 
national prices witnessed a sharp decline. As a consequence, 
cases of cancellation of export contracts increased, and 
quotations of commodities in the home market also showed 
a general decline. 


Accumulation of export goods increased, stocks of textile 
goods reaching a value of Y20-30 billion, and the stock financ- 
ing became a problem. The increased imports during the 
period Jan.-March were purchased at the highest interna- 
tional prices; therefore, the Japanese economy which is based 
on the import of raw materials and the export of processed 
goods, was faced with abnormal difficulties as a result of the 
reactionary decline of internation] prices. 


In fact, the export trade has been stagnant since March 
1951, while the import trade also continued to decline from 
March, and in September was reduced to $114.09 million, 
only 50 per cent of the March figure. In view of this 
situation, the government made public a new economic policy 
at the end of June, and stressed the expansion of trade, 
equilibrium between international payments and receipts, close 
relations in trade with free nations, and, particularly, the 
development of close trade relations with South East Asia. 


U.S.-Japan economic -cooperation has been a topic since 
the beginning of the year in connection with the country’s 
economic self-support after the abolition of U.S. aid to 
Japan. A statement by General Marquat made in May an- 
nounced that the development of South-East Asiatic areas 
and that of Japan will be a part of U.S.-Japan economic 
cooperation. This cooperation, however, presumes Japan’s 
national autonomy, namely, the transfer to the Japanese 
government of authority regarding exchange control and 
international trade and monetary agreements. The transfer 
of these rights was therefore announced in the statement, 
and the authority of controlling foreign exchange after August 
16 was transferred from SCAP to the Japanese government, 
‘followed by the transfer of rights to conclude trade agree- 
ments beginning with the Anglo-Japanese payment negotia- 
tions. 


Trade with Sterling Area and Adjustment of Markets 


U.S.-Japan economic cooperation necessitates the estab- 
lishment of close connection between Japan and South-East 
Asiatic countries which are mostly in the sterling area. 
Therefore, Japan’s trade with these countries was to be 
based on the new Anglo-Japanese Payment Agreement in- 
augurated in May, but signed as laté as the end of August. 
The gist of the agreement is (1) the abolition of the dollar 
clause, (2) the setting-up of a joint investigation committee 
to handle sterling balances, (3) the approval of administra- 
tive transfer of accounts from bilateral account countries, 
and (4) the transfer of Hongkong to the sterling area, etc. 


This pact markedly brought Japan to the sterling bloc, 
and the smooth trade between the two contractual powers 
in the future is entirely left to administrative discretion. 


Foreign trade in the second half of 1951 showed a down- 
ward movement both in exports and imports, registering 
an excess of imports over exports every month. When ex- 
amined by area, exports to dollar areas and open account 
areas showed a decline, whilst those to sterling areas re- 
mained stationary. Imports from dollar areas and open 
account areas registered a sharp decrease, while those from 
sterling areas were stagnant. The trade balance resulted 
in an excess of imports from dollar areas, while open account 
and sterling areas showed a tendency towards an export 
excess. However, reflecting large special procurements, dollar 
holdings showed a continuous increase from $325 million at 
the end of June to $347 million at the end of July, $520 
million at the end of October and $583 million at the end 
of December. Government holdings of sterling currency also 
registered a sharp increase, attaining £38 million at the end 
of August, £40.6 million at the end of September, £51.8 
million at the end of October and £657 million at the end 
of December. 


Holdings of dollar exchange, however, are expected to 
decrease after the Peace Treaty comes into effect on account 
of Japanese participation in the International Monetary Fund 
and an anticipated decrease of special demand. On the other 
hand, holdings of sterling exchange are tending to increase 
further on account of dullness in import trade. The govern- 
ment are projecting an adjustment of markets, by restricting 
imports from dollar areas and increasing imports from sterling 
and open account areas. 


Structure of Trade in 1951 


In total trade figure from January to November, exports 
stood at $1,184.8 million and imports at $1,592.25 million, 
resulting in an excess of imports of $407.45 million. When 
compared with the corresponding period of the previous year, 
the increase in exports was 53 per cent, while imports show- 
ed a sharp gain of 146 per cent, reflecting the effect of the 
import promotion measures taken in the period January-March. 


Classified by commodities, the increase in the export of 
textile goods, with a ratio of 48 per cent ranked first among 
export commodities. Compared with the previous year, there 
was an increase of $197.69 million, but the ratio to total 
exports was almost the same. Meals and machinery follow- 
ed textiles, and especially the former advanced to nearly 7 
fold of the previous year (the ratio from 4.9 per cent to 
20.6 per cent). This may be regarded as due to world 
rearmament, but indicates that Japan’s trade structure is 
gradually freeing itself from dependence on textile goods. 


In imports, the largest increases were in textile raw 
materials, foodstuffs, animal and vegetable products ana 
minerals in the order given. In terms of quantity, all com- 
modiites increased, but the increase in textile raw materials 
and minerals was conspicuous compared with the previous 
year. The ratio to total imports of foodstuffs and animal 
and vegetable products showed a decline, while that of 
textile raw materials and minerals advanced. This indicates 
that Ja is gradually shifting from a foodstuff to a raw 
material importer, self-support having made further pro- 
gress. 


ils 
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Exports and Imports by Contmodity ( 
in 1,000 dollars 
Exports I 
1950 1951* 1950 1951* 

% % % % 
51,454 6.6 60,142 5.1 231,141 35.8 336,840 21.2 
Be 375,934 48.6 573,627 48.4 254,856 39.6 691,742 43.5 
Timber and paper — .....sscceee 18,329 2.4 $8,681 3.3 8,903 0.1 43,643 2.7 
Animal and vegetable products... 11,241 1.5 17,468 1.5 69,105 10.7 131,244 8.2 
7,541 1.0 12,391 1.1 16,266 2.5 93,424 5.9 
13,388 1.7 33,465 2.8 21,865 3.4 ° 51,828 3.3 
Metals and metal products ...... 37,750 4.9 245,008 20.6 20,166 3.1 101,435 6.4 
Non-meta!lic minerals and products 150,140 19.5 60,862 5.1 19,906 3.1 75,634 4.8 
¢ 67,449 8.7 98,178 8.3 4,975 0.8 32,060 2.0 
Miscellaneous goods ......seses 39,591 5.1 44,979 3.8 1,325 0.2 34,403 2.2 
ss. ce 772,817 100.0 1,184,801 100.0 645 100.0 1,592,253 100.0 


* Total for Jan.-Nov. 


Broken down by area, exports to dollar areas accounted 
for 23.6 per cent, those to sterling areas for 42.5 per cent 
and those to open account areas for 33.9 per cent. When 
compared with the previous year, a sharp decline in trade 
to dollar areas and a twofold gain to sterling and open 
account areas are noteworthy. The reduced total to dollar 
areas is mainly due to a decline in exports to the United 
States, the proportion to total exports declining from 23 per 
cent to 14 per cent. Exports to China decreased to one 
third of the previous year, reflecting the export ban promul- 
gated in December 1950. Exports to sterling areas witnessed 
an increase in almost all commodities. Shipments to Australia 
and India registered more than twofold increase. The ratio 
of the former to total exports advanced from 2.8 per cent 
to 6.4 per cent and that of the latter from 2.3 per cent to 
4.1 per cent, contributing much to the gain of the sterling 
area. 


Exports and Imports by Country 


Exports 


as well as that for 1949-50 was well balanced. In the fiscal 
year 1950-51, however, government funds witnessed excess- 
payments of Y50.3 billion due to the increased purchase of 
foreign exchange caused by the expansion of the export 
trade and to the time lag between the purchase and sale of 
foodstuffs. Thus, despite the balanced budget, an inflationary 
gap has been produced in the process of its enforcement due 
to the changed economic situation. 


1. Original Budget for 1951-52 | 

As for the preceding two years, the original budget for 
1951-52 was drawn up with a view to balancing revenue and 
expenditure. In view of the experience of the previous year, 
the budget was to maintain not only a formal equilibrium be- 
tween revenue and expenditure in general account, but also 
an actual balance in total receipts and disbursements of gov- 
ernment funds through the transfer of tax revenue in general 


1950 1951* 1950 1951* 
% % % 
364,357 44.8 279,352 23.6 284,338 44.6 901,145 56.6 
~ wee de 184,031 23.8 166,977 14.3 166,198 26.7 592,256 37.2 
CED... occocesatesnteceeeoenee ¢ 12,460 1.6 13,327 1.1 13,394 2.1 70,882 4.6 
17,138 2.2 6,285 0.5 6,285 1.0 784 0.1 
8,900 1.1 15,896 1.3 8,668 1.3 30,805 1.9 
226,016 29.2 503,098 42.5 200,500 31.1 391,412 24.6 
nan 24,106 3.1 45,926 3.9 7,823 1.2 24,716 1.5 
21,588 2.8 75,462 6.4 64,742 10.0 124,737 7.8 
17,140 2.3 44,881 4.1 16,038 2.5 42,636 2.7 
27,485 3.6 32,026 2.7 2,232 0.3 7,820: 0.5 
52,861 6.8 97,658 8.2 31,945 4.9 90,742 5.7 
Open account ATeA@S 182,444 23.6 402,350 33.9 160,675 24.9 299,695 10.8 
ced cot ,221 3.5 113,539 9.5 12,152 1.9 55,445 3.5 
cc 50,469 6.5 54,695 4.6 35,560 5.6 40,815 2.6 
BEES... 06604 chooatesvecesesee 18,977 2.5 42,809 3.6 27,003 4.2 31,811 2.0 
. 49,716 5.3 42,645 3.6 40,695 6.3 37,565 2.4 
o 32,031 4.1 44,644 3.8 33,261 5.2 31,536 2.0 
. 772,817 100.0 1,184,801 100.0 645,512 100.0 1,592,253 100.0 

Note: *Figures for 1951 are total of the period from January to November. 


As to the structure of imports by areas, the dollar area 
accounted for 56.6 per cent, the sterling area for 24.6 per 
cent and open account areas for 10.8 per cent. When com- 
pared with the previous year, imports from the dollar area 
increased, while those.from sterling and open account areas 
decreased. An analysis by leading countries reveals a heavy 
increase in imports from the United States and Belgium and 
a decrease of those from China and Formosa. 


In conclusion it may be said that the trade structure 
in 1950 was characterized by a shifting from the former one- 
sided trade with the United States to balanced trade, with an 
increase of exports to and a decrease of imports from the 
dollar area, reflecting the effect of the Korean war, but that 
in 1951 the former one-sided trade of exports to the sterling 
area and imports from the dollar area was reinstated. 


PUBLIC FINANCE 


Since the enforcement of Mr. Dodge’s plan in April 1949, 
public finance has functioned as an axis of the government 
economic stabilization policies. The fundamental principle 
of the Dodge line is to maintain an equilibrium between re- 
venue and expenditure. The national budget for 1950-51, 


account to the Foreign Exchange Fund Special Account in 
order to cover the expected deficit in the latter. 

The first feature in the budget concerning expenditure 
of general account was complete abolition of price subsidies 
for home products. As the abolishment of price subsidies 
was one of the main objects of the Dodge line, price subsidies 
have been successively reduced since the fiscal year 1949-50, 
and there remained no subsidies except Y22.5 billion for im- 
ported foodstuffs in the 1951-52 budget. 

The second feature was the reduction of debt, redemption. 
With the purpose of checking inflation, annual redemption of 
national bonds amounting to Y75.1 billion in 1949-50 and to 
Y50.7 billion in 1950-51 was resorted to. Thus, national 
debt expenses in general account reached Y58.7 billion in 
1950-51, which in the 1951-52 budget declined to Y21.0 billion 
equal to the minimum requirement regulated by the Public 
Finance Law. 


In contrast with the reduction in debt redemption ex- 
penses, government investments in private enterprises in- 
creased remarkably. In 1950-51, the Counterpart Fund, De- 
posit Bureau funds, and other government institutions sup- 
plied Y75.8 billion to private enterprises. In 1951-52, the 
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Japan Development Bank and the Agriculture Forestry and 
Fishery Fund Accommodation Account were newly established, 
and the existing investment accounts such as the Counterpart 
Fund and the Trust Fund Bureau funds (former Deposit 
Bureau funds) as well as otuer government institutions such 
as the People’s Finance Corporation and the Export Bank 
increased their advances. Thus, the total amount to be sup- 
plied to private enterprises during the present fiscal year 
reaches Y118.6 billion (an increase of 60% compared with 
the previous year). Loans amounting to Y2.0 billion advanced 
without interest to the National Railway Corporation for the 
construction of rolling stock and the revolving fund of Y2.5 
billion for the import of essential materials will produce the 
same effects upon the national economy. These funds were 
supplied from the Counterpart Fund (Y56.5 billion), the Trust 
Bureau funds (Y45.0 billion) and funds transferred from gen- 
eral account from the general public. From this point of 
view, the budget may be said to be along the line with Mr. 
Dodge’s principles. 


Owing to the nominal increase in national income and 
to the shrinkage of government expenditure, a revision of tax 
laws was realized with an estimated tax revenue decrease 
of Y74.3 billion, from Y518.8 to Y444.5 billion. The reduction 
was in the income tax, corporation tax, real estate tax, 
travelling tax, stamp revenue, and the tax on playing cards. 


Reduction in Income Tax 


(1) Reduction of tax rates .on high-income classes (55% 
on an annual revenue exceeding Y1,000,000 as against Y500,000 
in the former law). 


(2) Establishment of deductions for earned income of 
widows, old age and students. 


(3) Abolition of composite taxation on income of de- 
pendents and property income. 


(4) Adoption of selective withholding tax on interest 
on deposit. 
Reduction in Corporation Tax 

(1) Abolishment of taxation on reserve funds. 


(2) Establishment of special amortization system for 
designated equipment to be acquired in the coming three years 
(effective during three years after acquisition). 


(3) Permission for second revaluation of fixed capital 
and for the transfer of revaluation reserve funds to capital. 
Budget for General Account of the Fiscal 1951-52 

(in billion yen) 
Original Supp!ementary Total 
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Revenue 

Taxes and stamp revenues ...........6.5-.; 444.5 116.3 560 © 
105.1 27.2 132.3 
Revenue from gov. enterprises and properties 151.5 13.6 165.1 
Surplus from the previous year ............ 19.6 0 19.6 

Expenditure 
0.1 0 0.1 
39.4 19.5 58.9 
Social services and labour ................ 47.2 —0.4 46.8 
Industries and economy .............eee0. 89.2 §2.3 141.5 
Government investments 15.7 33.0 48.7 
102.7 —8.3 94.4 
Special properties disposition .............. 0.5 —- 0.5 
Repatriation equipment disposition ........ 0.5 — 0.5 
Released goods disposition ................ 0.1 — 0.1 
Expenses following conclusion of peace treaty 0 10.0 10.0 
1.0 0 1.0 


II. Supplementary Budget for 1951-52 3 

As a result of the conclusion of the Peace Treaty in 
September 1951, it became necessary to appropriate new 
items of expenses. In addition, additional disbursements 
were urgently needed to meet the shortage of funds in Food- 
stuffs Control Special Account and Foreign Exchange Fund 
Special Account, increased disbursements in equalization 
grants for local government, public work expenses, etc., as 
well as the salary increase of government personnel. Under 
these circumstances, a supplementary budget was drafted by 
the government and passed the Diet on November 30. 

The main points of the amendments are as follows. 

(1) Since July, about half the war termination expense 
have been shared by the U.S. government, and, with the 
purpose of providing materials and services for the Allied 
forces, a Special Procurement Fund was newly established 
which has for the time being been operated by the transfer 
of the surplus in treasury funds: The contribution by the 
U.S. government to war termination expenses amounted to 
Y17.5 billion. Deducting the contribution to the Special Pro- 
curement Fund (Y7.5 billion) and some increase in other dis- 


bursements, the net reduction in the supplementary budget. 


reached Y8.3 billion. 

(2) In connection with the conclusion of the Peace 
Treaty, the supplementary budget appropriated Y10.0 million 
for expenses in connection with the restoration of peace, and 
Y20.0 billion for contributions to the International Monetary 
Fund and the International Bank for Reconstruction and De- 
velopment, though the date of disbursement and other details 
are still undecided. In addition, based upon the U.S.-Japan 
Security Treaty, for the purpose of strengthening self- 
defense capacity, National Police Reserve expenses were in- 
creased by Y15.0 billion to improve equipment. 

(3) As regards expenses for internal purposes, the 
increase was most pronounced in expenditure for investments. 
Additional investments totalled Y80.0 billion, including trans- 
fer to the Foreign Exchange Fund Special Account of Y30.0 
billion. This transfer is to cover the deficit in yen funds 
due to excess purchase of foreign exchange bills resulting 
from increased exports and the special military demand. The 
transfer of another Y10.0 billion to the Foodstuff Control 
Special Account is to meet the cash deficit anticipated for 
the period from August 1951 to March 1952, consequent upon 
the price revision of staple foods. Additional investments 
were for the Japan Export Bank, Japan Development Bank, 
etc. The aggregate total of government investments in private 
businesses increased by 34 per cent from Y118.6 billion to 
Y159.0 billion. 

(4) Expenditure for the increase of salaries and year-end 
bonuses to government personnel involved an appropriation 
of Y26.7 billion. From October 1951, the pay level has been 
raised from Y8,500 (monthly) to Y10,062 which is still below 
the wage level for workers in private business (Y11,785). 

(5) Including additional expenses for equalization grants 
to local finance (Y10.0 billion), public works (Y3.7 billion), 
etc., the amount of additional expenditures of the general 
account totalled Y136.3 billion. Combined with the original 
budget, the aggregate total expenditure reached Y793.7 bil- 
lion. 

To meet this additional expenditure, the supplementary 
budget scheduled an additional revenue of Y136.3 billion (tax 
and stamp revenue Y116.3 billion; revenue from government 
enterprises Y13.6 billion; miscellaneous items Y6.4 billion). 

s regards tax revenue, the spontaneous increase due 
to higher national income (especially of corporation profits 
and earned income), reflecting the economic activity since the 
Korean war, was anticipated to reach Y160.0 billion (cor- 
poration tax Y85.0 billion; withholding tax Y58.0 billion). 
Thus, despite the increase in the budget tax revenue, a tax 
reduction of Y40.5 billion became possible. As a result, the 


government reduced the income tax by Y40.8 billion, whilst 


the corporation tax was raised by Y0.3 billion. 


Revision of Income Tax (effective from August 1951) 

(a) Upward adjustment for various deductions. 

(b) Reduction in tax rates. 

(c) Adoption of a 20 per cent withholding tax for in- 
come from dividends. 
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Owing to this revision, 1,996,000 persons (pay earners 
906,000; self-assessment tax Sn ho 1,090,000) were exempted 
from taxation, arid the withholding tax and the self-assess- 
ment. tax were reduced by Y30.7 billion and Y10.1 billion 
respectively. As a result of this amendment, the self-assess- 
ment tax has decreased, whilst the withholding tax advanced. 
in -eetopmeues of Corporation Tax (effective from January 1, 

1). 
(a) Increase in tax rate from 35 per cent to 42 per 
cent. 
hog (b) Permission to include price adjustment reserve, etc. 
in loss. 


(c) Establishment of a special amortization system for 


designated equipment acquired by designated key industries: 


(50% for the year of acquisition.) | 

(d) Postponement for tax collection (half the tax amount 
assessed upon corporation profits for the business term ended 
after Sept. 30 may be paid with a delay of 3 months.) 


Reflecting the increased economic activity after the 
Korean war, corporation profits advanced remarkably, result- 
ing in increased corporation tax payments. The aggregate 
total collected during the first half of the fiscal year 1951-52 
reached 115 per cent of the amount estimated in the original 
budget. This high profit constituted the reason for the in- 
crease of tax rate. As profit rates of corporations are un- 
even, it is anticipated that the accumulation of capital will 
become more difficult in the case of low-profit enterprises. 

(6) Regarding special account and government institu- 
tions, the establishment of a Raw Silk Price Stabilization 
Special Account, which aims to stabilize raw silk prices with 
a fund of Y2.9 billion is worthy of note. 

As regards the Postal Communication Account, the Tele- 
communication Account and the National Railway Public Cor- 
poration, charges and freight rates were raised by 25-30 per 
cent respectively to cover previous deficits. 


Government Funds Supply for Industries 
(in billion yen) 


1950 1951 
Original Supplementary Total 
Counterpart Fund 


Private enterprises ............ *33.3 35.0 16.3 51.3 
Trust Fund Bureau 


Underwriting of bank bonds .. *18.0 40.0 —10.3 29.7 
Loans to subway ...........ss. 0 0 0.8 0.8 
Japah Export Bank .............:. 4.5 10.5 3.6 14.1 
Japan Development Bank ........ 0 10.0 15.0 25.0 
People’s Finance Bank ........ 3.7 4.7 3.0 7.7 
Agricultural, Forestry and Fishery 
Fund Accommodation Special 
Pioneer’s Funds Accommodation 
Special 1.2 1.4 — 1.4 
Housing Loan Corporation ...... 15.1 11.0 6.0 17.0 
75.8 118.6 40.4 159.0 


Note: Including redisbursements of repaid loans and transfer from 
the previous year. * Actual results; other figures are budge- 
tary estimates. 


Utilization of U.S. Aid Counterpart Fund 
(in billion yen) 


1950 1951 
(Actual results) (Original plan) (Revised plan) 


1. Publie enterprises .......... $8.1 9.0 19.0 
(1) Japan Export Bank ...... 2.5 5.0 5.0 
(2) Agriculture, forestry and 

(3) Japan Development Bank 0.0 0.0 10.0 
35.6 0.0 0.0 

2. Private enterprises .......... 33.3 35.0 51.3 
(1) WBlectric power ......... 10.0 15.0 25.0 
3 Marine transportation ... 12.7 11.5 22.3 
(3) Small and medium 

1.1 4.0 4.0 
(4) Preferential stocks ...... 5.2 0.0 0.0 
ne eden 4.2 4.5 0.0 
3. nstruction and 
stabilization ............ 7.9 75.4 50.1 
(1) Purchase of national bonds 0.0 = 49.4 
con: “a deat hn Wee — 0.7 
4. Appropriation decided in the 
previous year ........-. 0.4 0.0 8.7 
5. Utilization carried to next 


Ill. Problems concerning the Budget for 1952-53 


The 1952-53 budget, the first after the restoration of 
peace, attracts keen attention in respect to reparations and 
the strengthening of national defense. It is reported that 
the draft of the budget of general account has been decided 
at Y852.8 billion for both revenue and expenditure. According 
to the reported draft, the budget is featured by the enlarge- 
ment in the scale of expenditure, as already seen in the 
fiscal year 1951-52. The budget for 1952-53 showed an in- 
crease of Y59.1 billion or 7.4 per cent compared with the 


previous fiscal year, mainly due to expense regarding the 


restoration of peace, amounting to Y220.0 billion. 


This expenditure is divided into defense expenses such 
as the Japanese shares for defense, Public Reserve expenses, 
etc. and expense for the fulfilment of obligations such as 
the redemption of foreign bonds, retrocession of properties 
formerly owned by the Allied nationals, repayment of U.S. 
aid funds, war reparation, etc. 


Allotments for these items are as yet undecided. The 
amount is enumerated in the aggregate as “reserve fund,” 
which includes relief funds for war victims. 


In order to meet the expansion of expenditure, it will 
be necessary to increase revenue. The government draft lays 
stress on tax revenue, and estimates tax receipts at Y77.4 


billion, an increase of 14 per cent compared with the previous 
fiscal year. 


The government, however, has no intention to revise the 
tax laws. Accordingly, the fate of this draft depends upon 
the increase of national income. However, as long as. present 
world conditions continue, increased expenditure for the 
strengthening of national defence will be inevitable and must 
eventually result in an increase of tax rates. 


MONEY AND CREDIT 


General Review 


The money market in 1951, the third year of the Dodge- 
line policy, started with the favourable development of the 
export trade which had continued since the outbreak of the 
hostilities in Korea, and which marked the upturn of trade 
activities of this country. The early part of the year, there- 
fore, can be called a period of “export inflation.” 


The setback and hesitancy in business activities which 
ruled the world economic situation in reaction to the rapid 
military expansion of defense in the United States and other 
countries, gradually brought about a slump in this country, 
which, coupled with the heavy increase in the demand for funds 
for imports during the period from the autumn of 1950 until 
the spring of 1951, constituted the prime cause for stringency 
in the money market. 


Consequently, during this period, market operations and 
the operation of deposits of government funds with city banks 
which tad constituted the main route for the disinflation 

olicy, were superseded by a positive credit policy of the 
ank of Japan, the market operation policy having already 
reached its limit. It became necessary to switch over to a 
policy of underwriting financial bonds by the Trust Fund 
Bureau. Furthermore, despite various contro] measures, the 
pressure of the increased demand for funds for the settlement 
of imports caused a further expansion of credit by the Bank 
of Japan, which, consequently, functioned far beyond its role 
as a financial agency for adjusting public finance and the 
money market. Currency in circulation expanded enormously, 
particularly at the year-end when payments of government 
funds usually exceed receipts. 


These developments, however, signify no fundamental 
change in the disinflation policy, but only expose the lack 
of elasticity of the money market which reflects the shallow- 
ness of the Japanese economy. 


The movement of treasury funds during 1951 under the 
execution of the balanced national budget policy resulted in 
an excess of payments to the amount of Y5.9 billion, which, 
however, was mainly accounted for excess payments at the 
year-end, while the net total balance during the January- 
November period showed a heavy excess of receipts. In 
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general, therefore, it is obvious that the undertone of the 
deflationary trend of public finance was same as in the 
previous year. 

This intensified deflation of public finance is attributable 
to heavy excess receipts in the Forei Exchange Fund 
Special Account and General Account, despite much larger 
disbursements of U.S. Aid Counterpart Fund and Trust Fund 
Bureau funds as compared with the previous year. In other 
words, the export expansion which accompanied the worldwide 
progress of armament programs following the outbreak of 
the Korean war in 1950 and the export slump in 1951 caused 
by the setback of the armament boom throughout the world, 
are well reflected in the movement of treasury funds during 
the respective years (cf. statistics in “Public Finance’’). 


Principal Indices of Money Market 
(in billion yen) 


Loans 
Government and discounts Market 
funds via of the Bank of operations ment funds with issue 


Deposits 
of govern- Note 


market Japan city banks 
1950 
Jan.-Mar. (—) 92.7 20.1 13.4 27.8 (1)43.9 
Apr.-June (—) 37.8 21.3 6.1 (—) 4.8 (—) 0.1 
July-Sept. (—) 25.9 25.8 14.8 0.8 17.5 
Oct.-Dec. 140.6 (—,)41.5 5.9 (—) 2.3 93.2 
1951 
Jan.-Mar. (—) 26.6 13.5 1.9 (—)15.0 (—)25.7 
Apr.-June (—) 65.3 63.3 1.0 8.7 
July-Sept. (—) 40.2 55.1 0.3 0 8.7 
Oct.-Dec. 138.0 (—)23. 0 (—)10.5 90.1 


Note:, (—) indicates excess-receipts or decrease. 


Development of Disinflation Measures 
a) Outstanding Features of 1951 


Financial manipulation in line with the disinflation policy, 
to put it in the concrete, was effected mainly through the 
following three routes; i.e. loans and discounts by the Bank 
of Japan, market operations by the Bank of Japan and deposits 
of government funds with city banks. 


The above three measures which constituted monetary 
manipulation during 1949 and 1950 wete put into effect in 
parallel and with equal weight, while, in 1951, monetary 
manipulation was carried out only by the credit policy 
of the Bank of Japan. Herein lies the outstanding feature 
of the disinflation policy in 1951. Why, then, was only the 
credit policy of the Bank of Japan resorted to as a prime 
monetary manipulation policy with the other two measures be- 
coming less evident? 


b) Market Operations 


Market operations were adopted from the viewpoint of 
putting banking and financial activities on a normal basis, 
in order to provide long-term funds after the suspension 
of activities of the Reconstruction Finance Bank, and also 
ease the money market as one of a series of means for 
effecting the disinflation policy. This measure was success- 
ful in digesting a considerable amount of corporation deben- 
tures, with government bond holdings of all banks reduced 
from Y85.1 billion at the end of March 1949 to Y35.0 billion 
at the end of October 1951. The ratio of total assets was 
also reduced from 12.0 per cent to 1.7 per cent during the 
same period. 

Under these circumstances, the suspension of market 
operations became a controversial issue together with the 
problem of restricting credit since the beginning of 1951, and 
as a matter of fact, the monetary manipulation by resorting 
to market operations was finally discarded in October 1951. 


c) Deposits of Government Funds with City Banks 


The operation of deposits of government funds with city, 
banks was initiated as a temporary and expedient means for 
the utilization of government surplus funds accumulated by 
continued excess receipts. Fundamentally, therefore, this 
policy had been left unsolved as a problem of regular adjust- 
ment between public finance and banking. The settlement 
of this problem went one step further by repeated negotiations 
between Finance Minister Ikeda and Mr. Dodge who came 
to Japan towards the end of 1950, resulting in the reorganiza- 
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tion of the Deposit Bureau into a Trust Fund Bureau in April 
1951, by which all government surplus funds were pooled and 
their utilization enlarged by adding “bank bonds’ as a new 
item of investment in the market. Thus the operation of 
deposits- of government funds with city banks. was gradually 
reduced, being finally limited to the drawing-up of funds, 
with.-the background of funds by underwriting bank bonds 
in localities. 


d) Loans and Discounts by the Bank of Japan. 


The disinflation policy was thus centered on credit of the 
Bank of Japan, and the problem at issue is the fact that 
loans and discounts by the Bank of Japan which more than 
counterbalanced the excese receipts of government funds con- 
stituted a major factor causing currency inflation. Through- 
out the year 1951, treasury cash tions resulted in 
excess payments to the amount of Y5.9 billion (excess re- 
ceipts of Y132.1 billion during the January-September period 
and excess payments of Y138.0 billion during the October- 
December period), while loans and discounts by the Bank of 
Japan showed an increase by Y108.6 billion, constituting 
the prime cause for the increase of the note issues by Y84.5 
billion, as against an increase of Y66.7 billion in 1950. 


The cause of this expansion of credit of the Bank of 
Japan undoubtedly lies in the increase of demand for funds 
from private enterprises. According to the financial state- 
ments of assets and liabilities of all banks, loans and discounts 
showed a pronounced increase of Y388.3 billion during the 
January-September period of 1951, which was nearly double 
the amount of Y198.9 billion during the corresponding period 
of the previous year and Y55.0 billion more than the increase 
in deposits ameunting to Y332.5 billion during the same 
period. The direct cause of this tremendous increase in credit 
expansion of all banks primarily was the pressure of demand 
of funds for the settlement of imports which ame due 
as a result of the large imports during the period from 
the autumn of 1950 to the spring of 1951, and was accelerated 
by the adoption of the usance system. 


On the other hand, deposits also showed a marked increase 
of Y3382.5 billion during the January-September period as 
compared with an increase of Y155.4 billion durin 
the corresponding period of the preceding year, and, 
moreover, showed an improvement in the quality of 
deposits which was reflected in the rise of percentage 
covered by deposits having nature of savings 
in total deposits from 26.7 per cent in March 1950 to 34.6 
per cent in September 1951. Still, the total amount of de- 
posits was less than the total of loans and discounts. These 
developments, as a natural consequence, brought about, ex- 
ternally, a promounced increase of borrowings from the Bank 
of Japan, and credit expansion by the Bank of Japan, on the 
one hand, and, internally, intensified the trend of the over- 
loans on the other. 


e) Credit Restriction Policy 


It must be admitted that various positive and effective 
countermeasures were adopted against the inflationary trend. 
caused by the above credit expansion. The strengthening, 
twice, of the Bank of Japan’s Higher Interest Rates Ap- 
plication System and the raising of the Bank of Japan’s 
basic money rates under careful consideration after an inter- 
val of three years were both aimed at removing the easy- 
going dependence on the Bank of Japan by banking institu- 
tions from the viewpoint of quantitative adjustment. Fur- 
thermore, the activities of the Autonomous Loan Regulations 
Committee established in the National Federation of Bankers’ 
Associations on July 19 aimed at controlling credit qualita- 
tively as witnessed in the restriction on loans for non-urgent 
purposes, the policy of controlling accommodation funds, etc. 
On the other hand, a policy for attracting money from the 
public was also adopted by raising interest rates on time de- 
posits three times (January 4, May 21 and September 1) and 
issuing short-term bank bonds by commercial banks, etc. 


f) Industrial Funds 


Industrial funds by source of supply during 1951, when 
compared wih the previous year, indicated a marked increase 
in banking loans, issue of stocks and U.S. Aid Counterpart. 
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Fund, the only exception being debentures. A pronounced 
increase in the supply of funds for equipment was particularly 
noticeable, which, however, experienced a setback after the 
second quarter’ of the fiscal year 1951/52. It is also note- 
worthy, in connection with the supply of industrial funds, that 
the Japan Export Bank and the Japan Development Bank 
opened business respectively from February 1 and May 15, 
the former financing plant exports and the latter providing 
important industries with necessary funds in addition to the 
functions which had hitherto been carried out by the U.S. 
Aid Counterpart Fund. Reviewing the development of bank- 
ing loans classified by industry, industries which showed an 
increasing trend both in equipment and working funds during 
1950 and 1951 were shipping, electric power, metal mining, 
agriculture, forestry and fishery, and manufacturing industries 
such as leather, rubber and chemical fibres, while those which 
showed an increase only in working funds were cotton spinning, 
cement, iron and steel, machinery, etc. During the latter 
half of the fiscal year 1950/51, the increase of equipment 
funds supplied to the cotton spinning and iron and steel indus-* 
tries was noteworthy. 


Supply of Industrial Funds 
(in billion yen) 


All Reconstruc+ U.S. Aid Deben- Stock 
banks tion Finance Counter- ture 
part Fund 
1950 
Apr.-June .... 49.6 et 0.7 8.6 12.1 
8.3 ( *)1.2 0.7 3.1 4.0 
July-Sept. 72.7 (—)9.5 3.2 11.5 8.2 
13.5 ( *)8.3 3.2 3.6 3.3 
Oct.-Dec. .... 115.8 (—)1.9 12.0 11.2 12.6 
16.9 ( *)1.3 12.0 
1951 
Jan.-Mar. ... 70.0 (—)3.0 12.7 11.0 12.9 
19.7 f *)2.3 12.7 6.9 5.0 
Apr.-June ... 147.0 —)2.5 11.8 8.3 25.3 
24.3 ( *)2.0 11.8 4.8 10.3 
July-Sept. ... 170.2 10.3 8.7 16.3 
13.0 ( *) 10.3 3.7 9.3 


Note: (—) indicates decrease. 
(*) Indicates equipment funds included. 


The money market during 1951 seems, on the surface, to 
have eased when viewed from the increase of the note issue 
by Y84.5 billion as compared with an increase of Y17.8 billion 
during the previous year. This large increase, in reality, is 
more attributable to the increased’ demand of funds for the 
settlement of usance or for taking over imported goods than 
to the increased demand for working funds accompanying the 
rise of commodity prices. In other words, the inflationary 
phenomenon as experienced during 1950 did not come to the 
surface because the money market in 1951 was strongly 
characterized by inventory finance with the background of 
hesitant exportation, which, however, undeniably constitutes a 
pressing factor toward inflation. 


In this sense, it is a problem how the money market 
will develop during the January-March period of 1952 when 
usually heavy tax collection is effected. Supposing that tax 
collection will show a satisfactory result, to what extent 
can the demand of funds for tax payments be checked. As 
a tightening of the money market is foreseeable from 
the failure of satisfactory collection of loans by the 
Bank of Japan despite huge excess payments of gov- 
ernment funds towards the end of 1951, it is most probable 
that the problem will be brought forward to the fiscal year 
of 1952/53. Moreover, it is to be feared that the new budget 
for 1952/53, following the effectuation of the Peace Treaty, 
will give birth to many complicated difficulties in carrying 
on the disinflation policy. Under these circumstances, the 
new year faces many problems waiting for urgent settlement, 
such as the reorganization of the ‘Japan Export Bank into 
the Japan Export and Import Bank, the issue of bonds of 
the above two banks, the rearrangement of foreign exchange 
banks and the revision of the usance system. Besides the 
problems related to the readjustment of financial organization 
mentioned above, there are other financial problems such as 
overloans, interest rates, etc. Above all, so long as the dis- 
inflation policy is firmly maintained, the adjustment between 
public finance and banking will constitute the nucleus of many 
financial problems of vital importance. 


PRICE MOVEMENT 


Price Movement 


Prices, which temporarily slackened after August 1950, 
again showed a sharp advance from the beginning of 1951. 
It is worthy to note that the advance in prices was most 
pronounced in consumers’ goods, which were comparatively 
depressed up to that time. According to the Weekly Whole- 
sale Price Index compiled by the Economic Stabilization Board, 
the price advance slowed down after August and stagnated in 
October and December, 1950, but the level again advanced 
by 2 or 3 per cent every week from the beginning of 1951 
to that of March. Prices of consumers’ goods jumped by 
15 per cent during the first two months of 1951, as against 
a 20 per cent advance during the six months from July to 
the end of 1950. Affected partly by speculative buying, as 
well as international tendencies, import and export prices 
as well as domestic prices tended to advance spirally and the 
rapid price advance spread to consumers’ goods, resulting in 
a higher level of domestic prices than that maintained by in- 
ternational prices. 


From March, 1951, prices tended to be stagnant and 
reactionary decline in commodities connected with foreign trade 
was notable. This tendency became pronounced after May, 
especially in prices of textile goods, hides and leather, rubber, 
oils and fats, etc. The above-mentioned decline in prices 
was brought about by a combination of factors such as in- 
creased imports, lack of funds for purchasing imported goods, 
increasing stocks and cancellations as a result of weakened 
market abroad, tight money policy and reduced purchasing 
power. The truce negotiations in Korea aggravated the 
situation. The Weekly Wholesale Price Index gradually 
slowed down its advancing tempo after the beginning of 
March and registered a reactionary decline after the begin- 
ning of May, showing a decrease until August 4 by 8.1 per 
cent from the peak of April 28. However, this price decline 
was mainly confined to trade commodities and a seasonal 


- decline in foodstuffs, prices of some basic producers’ goods 


still continuing to advance. 


The situation changed after August, due to the increase 
of the official price of rice (a raise of 18.5 per cent in con- 
sumers’ price, enforced on August 1) and power rates (30.1 
per cent on the average throughout the whole country, 
enforced on August 13), as well as the shortage of electric 
power. The index advanced from the bottom on August 4 
by 6.8 per cent until October 27. Classified by basic materials 
and manufactured goods, the rate of advance was more mark- 
ed in the former than in the latter. 


Wholesale Price Index (1950, June 24 = 100) 


General Consumer’s Producer's 
goods goods 
1951 

Jan. 130.9 124.4 134.4 
134.8 125.7 139.8 

Feb ne 140.2 129.5 146.1 

ches 155.9 136.7 166.3 

165.4 138.7 179.9 

160.5 131.4 176.3 

July 156.6 124.9 173.8 

Oct. ce 159.6 135.8 172.5 


This advance in prices did not last long, slackening after 
October and showing a declining tendency again after Decem- 
ber. The index was barely maintained after a decline of 1.0 


] 
t 
| 
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r cent in the week ending November 3, and declined after 

ecember, the index in the week ending December 15 being 
2.7 per cent lower than that in the week ending October 27. 
In short, the price movement in 1951 was a sharp advance in 
trade commodities which jumped after the outbreak of the 
Korean war affected the price advance of other categories, 
whilst prices of manufactured goods were weak reflecting 
the inactive demand both in domestic and foreign markets. 


Price Policy 
The upward trend of prices after the outbreak of the 


- Korean war made it necessary to check the price advance and 


stabilize prices. In 1950, measures against profiteering were 
were put into effect and “recommendation or standard prices” 
were initiated regarding some textile goods. But the establish- 
ment of more fundamental countermeasure was left as a 
task for 1951. 


The fundamental policy recommended by Mr. Dodge has 
been adhered to since the beginning of the fiscal year 1949 
but new policies were needed to meet the changes in the 
price movement which developed after the Korean war. The 
curtailment of price subsidies and the abolition of 
price control on a large scale, which were the nucleus of 
price policy along the Dodge line have never been abandon- 
ed. Measures had also been taken to check unreasonable price 
advances, as evidenced by the fixing of a standard price of 
raw silk on February 27 and the application of the Price 
Control Ordinance on daily necessities on February 23. The 
price policy mainly aimed at readjusting the market situa- 
tion. The price advance after the Korean war was primarily 
due to international factors as shortage of domestic products 
due to active exports, difficulties in imports and advances 
in import prices due to changed international market condi- 
tions. 


Number of Commodities under Price Control 


Reflecting weaker international market prices after March 
1951, a reactionary fall in prices was witnessed in commodi- 
ties which had shown the greatest advance on account of the 
Korean war. The price movement gradually became calm and 
even showed a declining tendency. As a result, the necessity 
for checking price advances and stabilizing prices decreased. 
Thus, no noteworthy price policy was seen throughout 1951. 
On the other hand, it has been an urgent necessity to reduce 
domestic prices which were higher than the international 
price level, following the announcement by Gen. Marquat, 
chief of the Economic and Scientific Section, SCAP, on U.S.- 
Japan economic cooperation on May 16, 1951. However, no 
concrete measures have as yet been taken in connection with 
this problem. 


Wages and Household Economy 


Nominal wages, which continued to increase after the 
Korean war, stagnated with the commencement of 1951, 
whilst real wages showed a decreasing tendency as a result 
of the sharp increase in prices of consumers’ goods. Although 
real wages increased slightly in June and July reflecting the 
decline in prices, they again became stationary after August. 


A survey of household economy conducted by the Tokyo 
Metropolitan Office shows that there has been no great im- 
provement in consumers’ household economy.. According to 
the Survey, the balance of household economy again showed 
a deficit after the outbreak of the Korean war, and remained 
unchanged since the beginning of 1951. 


In covering the deficit in the household economy, the 
sale of properties decreased and various types of borrowings 
increased, as in the preceding year, resulting in increasing 
inelasticity of the household economy. At the same time, the 
level of consumption continued to stagnate throughout 1951 


1948 Apr. (beg. ) ood 6 6806048 10,716 and generally remained ona low level except in October in 
1950 which it slightly surpassed the level before the outbreak of 
514 constituted a large proportion, putting pressure upon other 
Household Economy of Salaried Men in Tokyo 
Deficit of earned Rate of earned Receipts other than Engel’s Tax burden 
income to income to earned income Total coefficient to total 
expenditure expenditure Sale of assets Borrowing expenditure 
yen % yen yen % % 
TY —2,188.54 85.2 162.35 1,163.70 8,525.07 49 .97 12.22 
ose se 129.78 100.7 33.23 1,162.72 7,357.91 48.65 13.58 
ct 1,120.51 106.2 72.09 921.43 6,904.64 45.33 16.65 
ss a6 —1,061.15 93.9 16.90 2,367 .03 8,315.82 44.96 21.21 
—1,692.42 90.9 143.84 1,524.01 8,194.15 42.83 16.92 
“ped —351.94 98.3 136.74 953.64 8,105 .56 44.26 17.19 
—545.30 97.1 36.80 908 .36 8,357.72 46.48 12.04 
Shek & 6 929.67 103.9 28.91 1,196.72 8,423.37 88.80 17.84 
as al ces —408.81 98.0 66.42 1,177.29 9,308 .66 44.19 16.46 


Drastic revisions of the Price Control Ordinance and the 
Law concerning the Temporary Demand and Supply Ad- 
justment of Commodities had carefully been studied by the 
Japanese government and SCAP authorities since the begin- 
ning of 1951. It was finally decided that the former should 
remain effective without revision and the latter should 
be effective for one year until the end of March 1952 
with a partial revision which included the establishment of 
a consultative organ to be formed by civilian representatives 
for studying the adjustment of the demand and supply of 
commodities. Thus, price control was to be carried out in 
a middle way between direct government control and civilian 
autonomous control. 


INDUSTRIAL PRODUCTION 


General Survey 


The trend of industrial production for 1951 may be 
roughly stated as war boom activity in the first half and slug- 
gishness in the second half. However, the critical power 
situation brought about by the disproportionate expansion of 
production relatively to the fuel and power branches played 


an important part in restricting production during the second ~ 
half period. If we now compare the monthly average for January 


through November 1951 with the monthly average for 1950, 
there is a 28.7 per cent increase for industrial activity, a 


5.1 per cent and 10.8 per cent increase for electric power gen- 
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eration and coal output respectively, and a marked advance of 
40.9 per cent for the production of manufacturing industries. 
The rates of increase for industrial activity afd manufactur- 
ing industries were next to those of 1948 (29.9% for the 
‘former and 49.8% for the latter), while the rate of increase 
for electric power was the lowest since the end of the-war 
and that for ¢oal was lower than the figures up to 1949, al- 
though it showed a marked increase as compared with 1.2 
per cent for 1950. It is thus apparent that the expansion of 
production in the manufacturing industries progressed con- 
siderably beyond the productive capacity of the fuel and power 
branches, thereby hampering smooth production operations 
among the various fields of the manufacturing industries 
themselves. Rates of increase of monthly average production 
in each branch of the manufacturing industries in comparison 
with 1950 were; metals 32.8 per cent (lowest since 1948), 
machinery 65.1 per cent (highest since 1948), ceramics 28.5 
per cent (lowest since 1948), timber 48.5 per cent (highest 
since 1948), textiles 34.9 per cent (second to 1950), chemicals 
31.8 per cent (lowest since 1948), printing 25.5 per cent (low- 
est since 1948), and food 10.1 per cent (third to 1948 and 1949). 
The greatest. expansion in post-war production is thus found 
in the machinery and timber industries. 


The quarterly development of industrial production may 
be explained as follows: 


consumption which had affected more than ten days in 


February. Industries such as the paint, paper, pulp and rub- 
ber industries which are not heavily dependent on electric 
power had already begun to show recovery of production in 
February. The production of remaining branches such as iron 
and steel, non-ferrous metals, cement, glass, timber, food and 


printing all showed an increase in March with the exception 
of textiles. It may be pointed out that the characteris- 


tics in production during the January-March period are a 


considerable expansion of the machinery and chemical in- 


dustries on the one hand, and stagnant conditions in the 


fuel and power industries on the other. 


April-June 

As stated later, there were various factors tending to- 
ward sluggishness in the economic activity after March. 
However, taking the period from April to June, it is very 
difficult to see any indications of a drop off in activity in 
the general trend as reflected in the indices of industrial 
activity and production. The index of industria] activity 
for this period increased by 13 per cent over the preceding 
quarter and even electric power generation and coal output 
increased by 4.9 per cent and 10.3 per cent respectively. 

While fuel and power production showed only a slight 
increase, that of manufacturing industries registered a fur- 


Indices of Industrial Activity and Production 
(Monthly average, 1932—1936 = 100) 


1948 1949 1950 


Industrial activity 74.1 93.5 112.2 
Gas and electricity .............66- 150.8 171.7 186.0 
Industrial production .............. 58.1 77.2 96.8 
WW Gh cars 95.7 107.8 109.2 
98.2 114.5 120.7 
cede Gs ome 50.2 84.3 113.5 
18.1 23.4 39.0 
44.0 64.0 82.8 


1950 1951 

1951* Oct .-Dec. Jan.-Mar. Apr.-June July-Sept. Oct.-Nov. 
144.3 127.9 133.2 150.5 148.5 145.5 
198.1 205.0 201.6 209.2 191.6 186.1 
200.3 209.2 203.1 213.3 193.7 186.6 
133.1 111.9 118.9 138.3 139.5 137.1 
122.7 119.0 115.1 123.1 126.6 127.5 
120.9 118.0 . 110.6 122.0 122.9 132.0 
134.2 111.0 119.4 139.9 140.9 138.1 
173.9 152.3 156.5 176.5 183.4 181.7 
199.4 138.6 167.0 210.1 215.5 207.9 
144.9 139.2 137.0 139.0 155.2 155.6 
162.8 143.2 146.1 157.8 178.0 172.8 

52.6 47.9 48.4 51.6 55.4 56.3 
161.2 146.0 154.2 178.8 163.8 156.4 
80.8 73.5 66.7 80.4 94.8 81.6 " 
103.9 90.0 89.5 110.0 110.9 106.1 


Note: *Average for the Jan.-Nov. period. 


January-March 


The impetus given to industrial production by the war 
boom was carried over into 1951 and industrial activity for 
January through March showed a 4.1 per cent increase over 
the previous October-December period. Electric power and 
coal production for the January-March period both showed a 
decline, the former registering a 2.9 per cent decrease from 
the previous period due to a lack of thermal-power genera- 
tion to meet the emergency created by usually low water 
conditions, and the latter a 6.3 per cent decrease caused by 
strikes in February at four major mines. Production of the 
manufacturing industries, on the other hand, showed an in- 
crease of 7.5 per cent. In manfacturing industries a produc- 
tion decline was witnessed in ceFamics (1.67% decrease), food 
(9.3% decrease) and printing (1.5% decrease), whilst metals 
{2% increase), machinery (20.5% increase), timber (2% in- 
crease), textiles (1.1% increase) and chemicals (5.6% increase) 
showed increases. The expansion of machinery production was 
particularly noteworthy, being the only branch showing an in- 
crease for each month of the January-March period. In this 
branch, the increase was most pronounced in automobiles, 
ships and industrial machineries. Production of rolling stock, 
precision instruments and electric machin also rose during 
February and March. In the chemical industry, which fol- 
lowed to machinery industry in the rate of increase, chemical 
fibres, explosives and dyestuffs showed an increase each 
month; while sulphuric, soda and other branches increased 
after March due to the abolition of the restriction on power 


ther increase of 17 per cent over the January-March period. All 


branches of manufacturing industries ghared in the rising 
trend in different degrees. Ceramics, food and printing, 
which showed production decreases in the preceding period, 
witnessed considerable increase, a 20.5 per cent increase for 
food, a 22.9 per cent increase for printing, and a 1.4 per 
cent increase for ceramics. The small rise in the last case 
was due to decreased glass production in April. Branches 
which had already shown increased production in the pre- 
vious quarter registered large expansions, the increase being 
12.8 per cent in metals, 25.8 per cent in machinery, 8 per 
cent in timber 6.7 per cent in textiles and 15.9 per cent in 
chemicals. As in the preceding period, the most prominent 
rise was to be found in machinery, chemicals and metals. 
Machinery only showed an increase for each month. In this 
branch, the production of industrial machineries showed 
a continued increase, while automobiles and rolling stock 
suffered a drop-off as a result of strikes in April. Although 
metals dropped off in April because of decreased produc- 
tion in iron and steel and non-ferrous branches, production 
again recovered during May and June. In the chemical in- 
dustry, the trend toward decreased production became gen- 
erally evident during May and June, with the exception of 
a few branches such as chemical fibres and dyestuffs. It is 
to be observed that the critical electric power situation be- 
came gradually a restrictive force. Textiles, with the ex- 
ception of cotton fabrics, also showed a general decrease of 
production for April and June. The fact that there were 
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always signs of instability behind the outward appearance 
of a general production increase can be regarded as_ the 
characteristic feature of this period. 


July-September 

In this period there were clear indications of the ten- 
dency of industrial production toward stagnation. Indus- 
trial activity showed for the first time a 1.2 per cent de- 
crease from the preceding period. Coal output showed a 
slight increase of 0.8 per cent while electric power genera- 
tion continued to decrease through August and September, 
showing a 9.1 per cent decrease compared with the preced- 
ing period, due to insufficient hydro-power generation because 
of. abnormal low water conditions and insufficient thermal- 
power generation caused by lack of coal supplies. Manufac- 
turing industries also started declining from July, showing 
only a 0.8 per cent imcrease over the preceding period. 
Branches in a comparatively favourable position were cera- 
mics (11.7% increase), lumber (12.8% increase) and food 
(18% increase). Machinery, chemicals and metals, which had 
enjoyed continued prosperity up to the preceding quarter 
became stagnant or showed a decline, registering a 2.3 per 
cent increase, a 24 per cent decrease and a 3.9 per cent in- 
crease respectively. Textiles, thanks to increased production 
of chemical fibres, showed a 7.2 per cent increase, but even 
here the factors of instability had made their appearance. 


As regards the development each month, the trend to- 
ward declining production in June affected only _ electric 
power, chemicals and food. In July the declining trend had 
touched coal, timber and printing. In August, despite the 
fact that ceramics continued to enjoy increased production 
and timber, food and printing had begun to show increases, 
coal and chemicals continued to drop off and electric power 
again started to decline. During this month metals, ma- 


May 


(3.3% decrease), timber (3% decrease), food (14% decrease) 
and printing (4.8% decrease). Even in those branches which 
recovered front decreases and those showed a continued §in- 
crease, the rates of increase were extremely low, as evidenced 
by ceramics (0.2%), textiles (1.8%) and chemicals (1.7%). 


AGRICULTURE AND FOOD 


Farm Household Economy In 1951 

Farm household economy in 1951 appears to have made 
a further improvement. According to the Farm Economy 
Survey of the Ministry of Agriculture and Forestry, the 
total income per farm for the period January to November 
showed a 38.2 per cent increase in 1951 as compared with 
the corresponding period of the previous year, while expen- 
diture witnessed an increase of 25.7 per cent. This increase 
in income was mainly due to a notable increase in non- 
agricultural business income (50.4% increase) and agricul- 
tural income excluding sales to the government (46.4% in- 
crease). The relatively smaller increase in expenditure 
accounted for a smaller increase in non-agricultural business 
expenses (9.3% increase) and a decrease in taxes and public 
imposts (3.9% decrease), although expenditure for fertilizers 
showed a sharp increase of 61.6 per cent. Thus the balance 
of farmers’ households in the eleven months of 1951 showed 
a surplus amounting to Y15,720 against Y192 in the corres- 
ponding period of 1950. Despite the apparent surplus in 
farm household economy, the actual living conditions of 
farmers did not show much improvement due to the dis- 
crepancy between the prices of farm products and those of 
industrial products. Large differences exist in conditions of 
farm economy according to size of farms and district. 


Price Movement in Rural Area 
(1950. Aug. = 100) 


chinery and textiles began to show decreasing production. Farm Farm Articles for 
Production decrease in coal, timber, food and printing was products requisites household use 
probably due in large measure to summer seasonal factors 1950 Nov. ......eecsceeeeeeesereeers 89.7 108.5 108.1 
while metals, machinery and textiles were principally caused jan 105.6 
by a slackening of domestic and foreign demand rather than 124.8 110.8 
lack of power. However, the comparatively persistent trend 105.8 131.9 114.7 
toward decrease in the chemical industry would seem to 
indicate the strong influence of the critical power situation, 102.5 131.4 113.6 
in view of the high dependency on electric power in this 104.8 133.3 112.6 
the coal, timber and textile industries showed a drop-off 108.9 148.8 112.0 
Farm Eoonomy in 1950 and 1951 
(Average in yen per farm) 
Agricu!tural Non-agricultural Agricultural Non- 
income income Total expenditure agricultural Taxes public House- 

Sales to Free Business Non-business business imposts ho!d Total Balance 

government sales income income Fertilizers Others expenditure andcharges expenditure + 
1950. 34,404 42,201 - 11,914 35,113 123,632 . 9,528 15,689 4,907 19,812 73,504 * 428,440 19 

(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) 
1951 45,994 61,767 71,914 45,151 170,826 15,398 15,633 5,362 19,034 93,679 155,106 15,720 

(133.7) (146.4) (150.4) (128.6) (138.2) (161.6) (187.9) (109.3) (96.1) (127.4) (125.7) (8,187.5) 


Note: Figures are the total for the period Jan.-Nov. 


in production indicates that the lack of power supply had 
gradually affected all branches of industry. 


October-December 


The investigation is limited to the October and Novem- 
ber period. Industrial activity continued to decline, show- 
ing a 2 per cent decrease from the preceding period. Despite 
the effects of typhoon, electric power showed a further pro- 
duction decrease in October and although some recovery was 
made in November, a decrease of 3.6 per cent was recorded 
for the two months period. Coal output showed an increase 
in October but a 8 per cent decrease in November caused 
by strikes at the end of October and the beginning of Novem- 
ber, the two months average thus being only a 7.4 per cent 
increase. The manufacturing industries on the other hand 
showed a decrease of 1.9 per cent under the influence of 
decreased production in metals (0.9% decrease), machinery 


Reconstruction of Agricultural Cooperative Associations 


The management of agricultural cooperative associations 
generally became extremely unsound around the spring of 
1950 and many associations even suspended or restricted 
withdrawals of deposits. In view of the important tasks of 
agricultural cooperative association as strong supports for 
increased agricultural productivity and the improvement in 
farmers’ economic and social status, the government had 
already in 1950 strengthened measures to guide and super- 
vise the associations. This policy to invigorate agricultural 
cooperative associations was also followed in 1951. Among 
the measures taken the promulgation of a Law for the Re- 
construction and Rehabilitation of Agriculture, Forestry and 
Fisheries Cooperative Associations was most important (the 
Law was promulgated in April, 1951 and revised in November 
of the same year to include Forestry Cooperative Associa- 
tions). 
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The above law aims at strengthening the foundations |. 


of cooperative associations and their federations suffering 
from bad management by (1) encouraging the liquidation of 
uncollected claims and unsaleable stocks of commodities, (2) 
increasing capital to a level higher than the value of fixed 
assets, and (3) adjusting financial activities to standards to 
be provided separately. The law also provides. that the gov- 
ernment shall encourage the establishment of plans for the 
above purpose and grant subsidies if necessary. These mea- 
sures have been taken since April 1951 and apply to approxi- 
mately 3000 cooperative associations now under reconstruc- 
tion. Although the actual results cannot yet be 
finally ascertained, there appears to be some  improve- 
ment in management. According to a survey by _ the 
Central Bank of Agriculture. and Forestry, capital and 
savings seem to be increasing at a higher rate than borrow- 
ings. However, in August 1951 there were still 351 associa- 
tions (2.8% of the total number) suspending and 548 associa- 
tions (4.3%) restricting withdrawals of deposits and there 
were a considerable number of cooperative associations whose 
financial situation was so unfavourable that they could not be 
included in the framework of the reconstruction program. 


Financial Situation of Agricultural 
Cooperative Association 


(in 1,000 yen) 


1950 1951 
March June September March June September 
end end end end end end 
8,992 8,172 8,628 10,575 9,884 11,129 
Borrowings ..... 1,010 1,629 1,930 1,140 2,083 2,440 
Own-capital .... 434 368 ~ 400 706 620 691 
Paid-up capital.... 396 437 474 603 690 779 
Deposits with 
3,847 3,256 3,552 4,783 3,996 4,573 
2,412 2,996 3,324 2,882 3,858 4,406 
Business funds .. 1,785 1,769 1,726 2,021 2,201 2,465 
Fixed assets .... 988 1,095 1,160 1,288 1,366 1,443 


Establishment of Long-Term Agricultural Financing 


Another important development in Japanese agriculture 
in 1951 was the fact that the problem of long-term agricul- 
tural financing was settled to some extent by an appropria- 
tion of government funds. Since the war Japanese agricul- 
ture thas been forced to maintain a certain level of produc- 
tion at the sacrifice of normal capital investments, hence 
replacement of various production means, fixed equipment 
as well as land improvement are urgently necessary. How- 
ever, after the restriction of financial accommodation by the 
Trust Fund Bureau, practically no long-term agricultural 
financing was made except a small appropriation as “ex- 
penditure for public works”. As a temporary measure to 
meet this situation, some long-term credit had, been made 
available through “financing for the rehabilitation of agri- 
culture, forestry and fisheries” in the latter half of 1948 and 
through financing from the U.S. Aid Counterpart Fund since 
the fiscal year 1949. 


Under these circumstances, a Agriculture, Forestry and 
Fisheries Loans Law and a Special Account Law for the same 
purpose were promulgated and enforced in April 1951. As 
the capital of the Special Account, Y2 billion and Y4 billion 
were transferred respectively from General Account and the 
U.S. Aid Counterpart Fund, and another Y6 billion was bor- 
rowed from the Trust Fund Bureau. Individuals or juri- 
dical persons engaging in agriculture, forestry, fisheries and 


Application and Authorization of Loans for 
Agriculture, Forestry and Fisheries 


(in million yen) 


salt production are..eligible for loans. But the main objects 
of the loans were associations based on the Agricultural Co- 
operative Associations Law, Land Improvement Law, Forestry 
Law and the Fisheries Cooperative Association Law, provided 
that these associations were in business designated by the 
Ministry of Agriculture and Forestry under the Ten-Year 
Land Improvement Plan, Five-Year Association Plan and thé 


= 


Application Authorization 
No. of case Amount No. of cases Amount 
Agricultural land ......... 1,670 4,718 1,209 3,519 
143 273 106 202 
Common facilities ...... ae 281 1,348 147 614 


Note: Figures are as of Nov. 30, 1951. 


Double-decked “Strato” 
Clippers*—world’s largest, 
most luxurious airliners — 
fly the Sunny Southern 
Route to the U.S. 


More Flights to 
the U.S.A. 


than any other airline! 


5 flights each week by the Sunny Southern Route — 
3 flights via Tokyo, 2 via Manila. You can fly straight 
through or stop over in beautiful Honolulu. 


Pioneer experience with Stratocruisers. Pan American 
has operated these luxury airliners for more miles, more 
flying hours than any other airline! You enjoy Sleeperette* 
Service aboard the ‘‘Strato” Clippers at no extra charge— 
berths only $25 extra. Connecting Clipper service from 
Hong Kong to Tokyo and Manila. 


Direct service to 4 gateway cities. Only Pan American 
flies direct to Los Angeles, San Francisco, Portland, Seattle. 


3 Clipper flights weekly via Tokyo 
2 Clipper flights weekly via Manila 


For reservations, call your Travel Agent or... ° 
| Hong Kong Hotel, Phones 31639, 31830 
Peninsula Hotel, Phones 57585, 57675, 57694 - Hong Kong 


* Trade Marks, Pan American World Atrways, Ine. 


WORLD'S MOST EXPERIENCED AIRLINE 


Pax American World Airways, lac., incorporated in the State of New York, U.S. A., with limited liability 


| | 
See. 
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Five-Year Plan for the Repair of Fishing Ports. The amount 
of authorized loans at the end of November 1951 was 5.5 


billion yen. 


Though a system of long-term agricultural financing has 
been established through the above measure, the earmarked 
capital is still too small to meet the financial requirements 
of agriculture, which according to an investigation by the 
of Agriculture and Forestry, were about Y25 billion 
at an annual interest rate of 7.5 per cent and a redemption 


Ministr 
pe:iod of 7 or 8 years. 
Staple Food Decontrol 


This problem, though much discussed, could not be 
It is expected to be brought up again in 


settled in 1951. 
the near future. 


There are various aspects to be considered in this con- 
nection, such as the different effects of decontrol on different 
classes of farmers, and on the cooperative associations in 


process of rehabilitation. Under the ae system of staple 
food control, payments for staple 


ood are automatically 


transferred to current deposits of agricultural cooperative. 


associations. 


Storage and handling charges also constitute 
a not negligible source of income of these associations. As. 
a matter of fact, the rural economy under the present staple 
food control is characterized by the official determination of 
producers’ prices, quasi-government monopoly in the purchase- 
and sale of rice, and government designation of organs for 
payment to farmers. 


At present about 95 per cent of the 


rice sold by farmers is handled by agricultural cooperative: 
associations, but it is problematical whether this predominance. 


can be maintained in view of the possible resurgence of rice 
merchants in the collection and distribution of rice. 
words, a considerable amount of operating funds will be 


In other 


necessary to meet the expected seasonal fluctuations of the 


price of rice after decontrol, and it is questionable to what: 
extent the present agricultural cooperative associations will 
be able to bear this financial burden. 


HONGKONG COMMODITY MARKETS 


The announcement last week that the 
public godowns at Holt’s Wharf as well 
as those under the Kowloon Wharf & 
Godown Co. Ltd. would add a surcharge 
of 20% to their rentals starting next 
month drew a sigh of dismay from the 
H.K. merchants. Dealers in paper, metals 
and industrial chemicals are those most 
affected by the increase, as large quanti- 
ties of these commodities are stored in the 
public warehouses. So far it is understood 
that owners of private godowns are not 
adding to their rentals. 


Mainland dealers are still quiescent, 
except for a few transactions in indus- 
trial chemicals and paper. In the latter 


market they were very selective buyers, © 


endeavouring to bring down prices, but 
as local rates for paper are in many cases 
lower than the indent prices, sellers were 
unwilling to comply and transactions were 
limited accordingly. 


Buyers from Rangoon and Bangkok 
were in the market for cotton yarn; 
locally-made 20’s were particularly in de- 
mand, but transactions were few owing 
to low stocks. Stocks of Indian yarn 
also are almost depleted, owing to the 
Indian Govt. restrictions upon such ex- 
ports; a few transactions however took 
place in 32’s. South Africa and Indone- 
sian interests were in the market for 
H.K.-made grey drills. In metals, Thai 
buyers were negotiating but their offers 
were too low for acceptance; sales were 
consequently confined to local consumers. 
South China traders have not yet put 
in an appearance, in spite of rumoured 
allocations; it seems that the heavy tax 
levied by the authorities on the 1951 
business turnover is proving a deterrent 
to merchants, who in most cases are 
unable to meet the levy. For the first 
time locally-mined wolfram appeared on 


the market in fairly large quantities. In- 
dustrial chemicals were sought by shippers 
to Korea and Taiwan; traders from Can- 
ton were also making purchases although 
not to any great extent. It was noticeable 
that speculators were becoming active. 
On the China produce market vegetable 
oils were quiet, lacking drawing force 
from Europe, but prices remained steady 
due to low stocks and irregular replace- 
ments. Buyers were reluctant to purchase 
Cassia Oil on the score that prices were 
too high. Tea sales have been adversely 
affected by sales from China direct to 
Europe at low rates. 


HK. Commodity Prices Apr. 22-29 1952 
(Spot sales unless otherwise stated) 


Cotton Yarn—HK. 10’s $1260 per bale; 20’s 
$1515 & $1530. Italian 20’s $1370/$1380 per 
bale; 32’s $1680. Egyptian 20’s $1390/$1405; 
Belgian 20's $1460. Indian 32’s $1800 per bale. 


Cotton Piece Goods—HK.-made grey § drill 
84x48”"" $41 per bolt. Jap. grey sheeting .$47; 
W. German grey sheeting 60x60 $40 per bolt: 
Jap. white sheeting $51 per bolt. White cloth, 
Jap. $60 per bolt. 


Raw Cotton—-Pakistan 52/53 NT-roller’ gin 
and LSS-r.g. $2.75 per Ib. (nom.); 4F-r.<. 
$2.65 per Ib. (nom.); 289F-r.g. $2.80 per lb. 
(nora.). Rangoon raw cotton $2 per lb. (nom.). 
Brazilian $2.60 per lb. (nom.). 


Gunny Bags—Nepal “heavy cees” (new) 
2% Ibs., 2” green stripe $2.75 per 


Metals—Mild Steel Round Bars, Europe, 40’ 
4” & 5/16” $65 per picul, %” $59, %” to 
1” $47; HK.-make 20’-40° %” & %” $50 per 
picul. Corrugated Iron Sheets 3’x7’ 10 cor- 
rugations, G24 75 cents per Ib., G26 80 cents. 
Mild Steel Plates 4’x8’ 1/382” $102 (nomfinal) ; 
1/16”" $100 per picul (nom.); 3/32” $92 (nom.); 
$83 (nom.); 3/16” $82 (nom.); 
$80 per picul (nom.). Iron Ship Chain, Short 
Link, British 3/16’ $1.70 per Ib. Wolfram 65% 
$1500 per picul (buyers’ offer). Tinplate, Tin 
Tagger, British 175 pes. 112 Ibs. $230 per case. 


Industrial Chemicals—Caustic Soda Canadian 
$260 per 700-lb. drum. Ammonium Bicarbonate, 
British 1 cwt. packing $480 per ton. Am- 
moniunt Chloride, German in 75-kge. bag $885 
per ton; ‘British $390 per ton. Borax, granu- 
lated, US., in paper bag $37.30 per 100-lb. 
paper bag. Boric Acid 85 cents per Ib. Carbon 
Black, German (old stock) $155/$165 per 145% 
Ib. case. Lithopone 30% German 57 cents per 


Ib. Mercury, Jap., $1900 per picul. Petro- 
latumt, Amber German 180 kg. drum $38 per 
Ib. Quebracho Extract 73 cents per Ib. Silicate 
of Soda, German, $105 per 340 kg. drum. 
Sodium Bicarbonate, Jap. $36 per 90-kg. bag> 
British $40 per 100-kg. bag. Zine Chloride 
Italian, 100-kg. packing $2200 per ton. Zine 
Oxide 99%, German, 94 cents per lb. 


Paper—Bond Paper, unwatermarked, 
32 lbs. $31 per ream; watermarked $33.40 per 
ream. Cellophane, white, $77 per ream. Alu- 
minium Foil, 4%4x6%”", thin, German $2.20 per 
hb. MG Cap 17% Ib. 26’’x44’’ Norwegian $14.80 
per ream. MG Iphite, 47 Tbs. 35’°x47" brown 
$46 per ream; white $43.50 per ream. News- 
print in roll 31” 52 gr. Norwegian 58 cents per 

Newsprint in ream 31°'x48” 48 Ib. $28 per 
ream; 50 Ib. $29 per reanmt. Woodfree Printing, 
Norwegian & Swedish 70 Ib. $1.02 and $1.03 
per lb. respectively. Duplex Board, Swedish 
240 Ibs. $180 per ream; Finnish 255 lbs. $180 
per ream; Japanese 240 lbs. & 220 Ibs. 55 
cents per Ib. 


Cement—-Japanese $9.20 per 1 cwt. bag. Green 
Island Emeralcrete, rapid hardening $11.50 per 
112-lb. bag (nom.) (official price $10.30); 
Emerald brand $9.90 per 112-lb. bag (nom.) 
(off. pr. $9.30); Snowcrete $19.50 per 1 cwt. 
bag (nom.) (off. pr. $18), $71.50 per 375-Ib. 
drum (nom.) (off. pr. $66). 


China Produce—Woodoil (Tung Oil) in bulk 
$238 per picul. Teaseed Oil 2% ffa $163 per 
picul (nom.). Aniseed Oi] export quality $930 
per pical, unprocessed $900 per picul. Rape- 
seed Oil $155 (nom.). Cassia Oi] $1900 (nom.),. 
export qual. $2000 per picul (nom.). Soyabean 
Oil $135 per picul. Citronella Oil $3.05 per 
Ib. Aniseed Star, Nanning ist qual. $290 per 
picul (nom.), export qual. $330 (nonr.). Bran, 
Rice, Changteh $26 per picul. Bran, Wheat, 
Tsingtao $21.50 per picul; Hankow $21.70 per 
picul in gunny bag $20.80 in straw bag. Bran: 
Cake, Antung, $54.50 per picul; Hankow $53. 
Beans, green (large) $59.50 per picul; red, Tien- 
tsin $72 per picul; broad, Changsha $37.50 per 
picul. Bean Cake, Antung $55 per picul. 
Castor Seed, old stock, North China $82 per 
picul. Cassia Lignea, West River ist qual. $87 
per l-cwt. bale fob., $84 per 80-lb. bale fob. 
(nom.). Cottonseed Cake, Hankow $30. per 
picul. Egg Albumen, dried $4.60 per Ib. (nom.). 
Ege Yolk, dried, $3.60 per lb. (nom.). Fea- 
thers, Duck, 80% Taiwan $800/$850 per picul. 
Gallnuts, unassorted, Hankow $77 per picul. 
Garlic, unassorted $76.20 per bag, export quality 
$78.60. Lacquer, crude, Szechuan $583 per 
picul. Maize, Hankow ist qual. $50, 2nd qual. 
$46 per picul. Menthol Crystals $42 per Ib. 
(nom.). Peppermint Oil $23.50 per Ib. (nom.). 
Potato Chips, Szechuan $218 per picul. Ramie, 
white, medium qual. $288 per picul. Rosin, 
East River, medium qual. $64 per ‘picul. Sesame. 
Seed, unhulled, yellow, Hankow $68 per picul. 
Sugar, Taiwan special No. 24 $65 per picul>: 
brown No. 21 $64.50. Tea BOP $300 per picul 
; green $330 
(nom) ; Paochung $290 per picul 
(nom.). Rice, Un-long chai mei (new) $99 


bow picul; New Territories see mew $97 per 


| 
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FINANCIAL REPORTS 


HK COMPANY REGISTRATIONS : DOCKS, WHARVES, GODOGWNS, ETC. 
H.K. & K. Wharves 82 
The following new private companies were North Point Wharves .............. 6 
% 
incorporated in Hongkong during the week ended 16.20 
Grand Traders, Limited, Importers, exporters, a Dockya ee 1 
<ommission agents, etc. Nominal Capital, Wheelocks eee eee sere 
$100,000; Registered Office, 295 Des Voeux Road, MINING 
West, ist floor, Hongkong; Subscribers—Kwok 
Yui To, 295 Des Voeux Road, West, 2nd floor, cose 4% 
Hongkong, Merchant; Wong Yuen Ying, 295 -K- Mines ..........cseeccececeecees 5c 
_ Me Road, West, 2nd floor, Hongkong LANDS, HOTELS & BLDGS 
Sang Company, . 
and hold, trade or deal in shares, stocks, de- S’hai 
bentures, ete.; Nominal Capital, $5,000,000; Re- Humphreys .......................... 12 
Victoria, Hongkong; Subscribers—U Sz Wing. PUBLIC UTILITIES 
Apartment 10, Lindo Court, 36 MacDonell Road, 15% 
Hongkong, Merchant; U Man Foo, Apartment 24.80 
10, Lindo Court, 36 MacDonell Road, Hongkong, 12% 
Wing Lee Tai, Limited, To deal as principal, BE FS ee oe 8% 
agent, etc. in stocks, bullion and all other * (Partly Pd.) .......0+06 5.20 
miarketable interests; Nominal Capital, $200,000; 20% 
Chater Road, Victoria, Hongkong; Subscribers 14.40 
Chung Hon Ki, 1 Kin Wah Street, ist floor, INDUSTRIALS 
Cheong. Skreet, 2nd oor, Valley, Hane. Cements 14.20 
New China Industrial Developing Company RES 
(Hongkong) Limited, Importers, exporters and Dairy Farnts adh: mes 
general traders; Nominal Capital, $300,000; Re- 16.10 
istered Office, 18 Connaught Reed. West. 2nd 22% 
Pong, 1 United Terrace, Homantin Street, Kow- (ying Emporium... 
"M.C.A.. Wa wong Sang Hong 
rloo Road, Kowloon, Merchant. Wing On (H.K.) ...........scccccn., 57 
COTTONS 
HONGKONG STOCK EXCHANGE RUBBER COMPANIES 
344% ,, (1084 & 1940) 9314 Consolidated Rubber ......... 314 
co. 9314 Dominion Rubber 8.10 
Java-Consolidated 50c 
u 
China Underwriters .................. 4% Shanghai 


S.C. MULLICK & CO. 


23/1, STRAND ROAD, CALCUTTA I. 


Proprietors — 


VICTORIA STEAM ROPE WORKS, HOWRAH 
ESTABLISHED — 1869 


Manufacturers G Exporters of: 
COIR, MANILA, SISAL & ALOE ROPES 


ENQUIRIES SOLICITED 


UNION INSURANCE SOCIETY 
OF CANTON, LIMITED 


Notice to Shareholders 


o--- -— 


Notice is hereby given that the 
ORDINARY YEARLY MEETING 
of the Society will be held at the 
Head Office of the Society, Union 
Building, Hongkong, on Thursday, 
22nd May 1952 at 11.30 a.m., to 
receive the Directors’ Report and 
the Statement of Accounts, to de- 
clare a dividend and to transact 
the ordinary business of the 
Society. 


The SHARE TRANSFER 
BOOKS of the Society will b 
CLOSED from 3rd May to 22nd 
May, both days in¢lusive. 


By Order of the Board, 


L. B. STONE 
General Manager. 


Hongkong, 18th April 1952. 


HONGKONG AND WHAMPOA 
DOCK COMPANY, LIMITED 


Notice to Shareholders 


NOTICE IS HEREBY GIVEN 
that the ORDINARY YEARLY 
MEETING OF SHAREHOLDERS 
will be held in the Board Room of 
the Company, Room No. 308, 
Queen’s Hongkong, on 
Monday, the 5th May, 1952, at noon 
for the following purposes:— 

1. To receive and consider the 
Statement of Accounts and 
Balance Sheet and the Re- 
port of the Directors and 
Auditors thereon. 

To declare a dividend. 

To elect Directors. 

To appoint Auditors and fix 
their remuneration. 

5. To transact any other ordin- 

ary business of the Company. 

NOTICE IS ALSO HEREBY 
GIVEN that the TRANSFER 
BOOKS of the COMPANY will be 
closed from the 21st April, 1952 to 
the 5th May, 1952, both days in- 
clusive. 


By Order of the Board of Directors. 


A. STORRAR, 
Chief Manager. 


Hong Kong, 9th April 1952. 


* Ores, slag, cinder 
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HONGKONG’S PRINCIPAL TRADING PARTNERS 


TOTAL VALUES OF IMPORTS & EXPORTS BY COUNTRIES 
_ FOR DECEMBER 1951 


1951. 


In addition, a few of the countries not included in the tables are mentioned below. 


Australia—Imports HK$4.92 million; exports $2.86 m. (Main imports: dairy products $1.56 m.; meat & preparations: 
thereof $950,000; hides, skins & leather $831,300. Main exports: textile fabrics & small wares $617,900; manufactured 
articles $513,000; vegetable oils $259,000. 


Czechoslovakia—Imports $1.45 m.; exports Nil. 


$4.27 m; dyes $1.07 m; electrical machinery $613,000; fertilizers $493,000; paper $569,500; textile fabri 


Main imports: vegetables $657,800; paper $427,200. 


Germany—Imports $22.74 m.; exports $3.2 m. Main imports: chemicals & pharmaceuticals $4.88 m.; manufactures 
of base metals $4.32 m; manufactured articles $5.06 m; dyes $1.9 m; paper $1.73 m; machinery $1.1 m. Main exports: egg 
yolk, dried $1.15 m; chemical products $624,000; vegetable oils $453,000. 


Netherlands—Imports $10.94 m; exports’ $3.51 m. Main imports: dairy products $1.13 m; chemicals & pharmaceuticals 


$466,700. Main exports: vegetable oils $1.16 m; non-ferrous base metals $1.08 m; ores $444,100. 


Switzerland—Imports $11.74 m; exports $222,900. Main imports: manufactured articles $9.31 m; chemicals & phar- 
maceuticals $981,000; dyes $936,500. Main export: hides & skins $113,600. 


Articles 


Meat and preparations thereof _............. 
Dairy products, eggs and honey 
Fishery products for food 
Cereals 
Manuf. prod. of cereals, chiefly for food 
Fruits and nuts. except oil-nuts 
Vegétables, roots and tubers ................ 
Sugar’ and sugar confectionery ............ 
Coffee, tea, cocoa & preparations: spices 
Beverages and vinegars ..... 
Feeding stuffs for animals . 


err er ene 


Chemical elements and compounds: 
Dyeing, tanning, colouring substances 


(not including crude materials) 
Essential oils, perfumery, 

soaps & related products 
Rubber and manufactures thereof 
Wood, cork and manufactures _............ 
Pulp, paper, cardboard & manufactures 
Hides, skins and leather ........................ 
Manuf. of leather, not including clothing 
Textile materials, raw or simply pre- 


cosmetics, 


Special and technical textile articles __.. 
Clothing and underwear of textiles; hats 
Clothing of leather and fur .................... 
Footwear: boots, shoes and slippers ...... 
Made-up textile materials other than 
Products for heating, lighting, power, 
lubricants & related products 
Non-metallic minerals ............. 
Pottery and other clay products 
Manufactures of non-metallic minerals .. 
Precious metals, precious stones, pearls 
& articles of these materials 


Iron and steel .... 


UNITED KINGDOM 


2,141,119 


676,771 
137,502 


1,129,538 


88,486 


1,458,646 


203,442 
30,693 
14,040 


5,023,357 
3,149,340 
7,884,481 


700,771 


2,063,846 


52,698 
144,188 


459,754 


673,964 
300,979 
287,511 
203,483 
596,007 


198,956 


2,051,092 


549,752 


Exports 
$ 
3,555 
3,222 

91,587 


232 
993,098 


204,593 
694,897 


1,705,915 
1,602,159 


315,463 


1,696 


364,918 
100 


873,932 
167,614 
347,115 

22,625 


and preparations thereof .... 


Manufactures of base metals .................. 
Machinery, apparatus & appliances other 

Electrical machinery, apparatus & appl. 
Vehicles and transport equipment ........ 
Miscel. crude or simply prepared prod. 
Manufactured articles, ................ 


Total Merchandise 
Gold and specie 
Grand T. 


Articles 


A 


Fruits and nuts, except oil-nuts .._........ 
Vegetables, roots and tubers ................ 
Coffee, tea, cocoa & preparations; spices 
Chemical elements and compounds; 

pharmaceutical products ................... 
Rubber and manufactures thereof 
Wood, cork and manufactures .............. 
Pulp, paper, cardboard & manufactures 
Manuf. of leather, not including clothing 
Textile materials, raw or simply pre- 

..:.....5.. 
Textile fabrics and small wares ............ 
Clothing and underwear of textiles; hats 
Footwear: boots, shoes and slippers _..... 
Made-up textiles other than clothing .... 
Pottery and other clay products 
Precious metals, precious stones, pearls 

& articles of these materials 
Manufactures of base metals, n.e.s. .... 
Electrical machinery, apparatus & appl. 
Miscel. crude or simply prevared prod. 
Manufactured articles, n.e.s. _............... 


Total ... 


Articles 


Dairy products, eggs and honey 
Fishery products for food 


Manuf. prod. of cereals, chiefly for food 


Fruits and nuts, except oil-nuts .. 


cs & 


3,254,964 
3,287,672 
3,283,630 

944 
2,543,208 


58,905,162 
58,905,162 


Imports | 
$ 
118,846 


315,783 


300 
515,041 


The tables on the following pages show the trade of the Colony with its principal trading partners during December 
(Details of November’s trade are given in the Review of March 27, 1952, Vol. XII No. 13). 


small wares 


121,890 


10,000 
24,500 
689,993 
107,118 


8,914,038 
6,537,586 
15,451,624 


Exports 
$ 


310,817 


3,746 


1,471 
11,352 
785 


May 
2,206,531 
Imports 
$ 
$2,815 
371,069 
11,657 
433,165 
111,271 
985,567 
1,081,130 CEYLON 
661,603 
1.586 
Animal & vegetable oils, fats, greases, —- 
waxes & manufact 119,440 — 
8,368,342 
34,460 
19,212 
14,845. 
4,378 
1,360 
— 300 
ome 
Textile fabrics and small wares ............ 26,440 1,728 
64,344 
6,818 
48,461 
INDIA 
12,977 Imports Exports 
$ $ 
194,880 880 
443,015 40,900 2,461 
Non-ferrous base metals ................ 99,350 4,171 
| 
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Vegetables, roots and tubers 8,612 8,896 Made-up textiles other than clothing .... 14,000 553,325 
Sugar and sugar confectionery ............ — 1,280 Products for heating, lighting, power, 

Coffee, tea, cocoa & praparetiona; | spices 6,985 _ lubricants & related products . 2,563,982 — 
Oil-seeds, nuts and kernels .................-.. -- 1,620 Pottery and other clay products ....._. — 87,570 
Animal & vegetable oils, fats, greases, Glass and glassware ................................ 26,876 179,946 
waxes & their manufactures .............. 15,120 95,743 Manufactures of non-metallic minerals .. 20,570 19,296 
Chemical elements and compounds; Precious metals, precious stones, pearls 
pharmaceutical products .................... 34,710 69,065 & articles of these materials... — 738,699 
Dyeing, tanning, colouring substances Iron and steel . ot: Gee See 372,472 59,435 
(not incl. crude materials) .................. 95,163 50,745 Non-ferrous base metals... 175,231 
Essential oils, perfumery, cosmetics, Manufactures of base metals ......... _... 166,355 1,548,298 
soaps & related products .................... 182 10,200 Machinery, apparatus & appliances other . 
Wood, cork and manufactures .............. 24,295 1,865 92,836 162,171 
Pulp, paper, cardboard & manufactures ~ 2,060 Electrical machinerv, apparatus & appl. 71,209 204,204 
Hides, skins and leather ........................ 155,609 — Vehicles and transport equipment _.__. 2,711 221,208 
Manuf. of leather, not including clothing 348 — Miscel. crude or simply prepared prod. 387,680 1,800,468 
Textile materials, raw or simply pre- sme tei Manufactured articles, n.e.s. _............... 253,252 6,846,778 
Yarns and threads 294,301 9,217,188 43,982,348 
Textile fabrics and small wares ............ 688,886 12,776 - 
lothing and underwear of textiles; hats 18, was 
Made-up articles of textiles other than 
Products for heating, lighting, power, $ $ 
lubricants & related products ............ 1,739,903 — 
Non-metallic minerals, crude or simply Meat and preparations thereof _........... : —- 71,997 
16,660 Dairy products, eggs and honey ............ 16,242 
Manufactures of non-metallic minerals — 190 Fishery products for food ..................... 30,741 11,039 
Precious metals, precious stones, pearls Manuf. prod. of cereals, chiefly for food — 33.795 
& articles of these materials _.......... 10,000 2,415 Fruits and nuts, except oil-nuts __......... 46,474 44,251 
Manufactures of base metals .................. 7,000 784,777 Vegetables, roots and tubers ................ 28,549 79,170 
Machinery, apparatus & avpliances other Sugar and sugar confectionery ............ 465,000 21,164 
— 9,500 Coffee, tea, cocoa & preparations; spices 14,039 
Miscel. crude or simply prepared prod. 512,824 1,027,824 Beverages and vinegars .......................... — 33,978 
Manufactured articles, n.e.s. 56,636 12,576 Feeding stuffs for amimals .................... 490 
()j]-geeds, nuts and kernels .................... 3,504 7,593 
6,066,501 2,104,085 Animal & vegetable oils, fats, greases, 
waxes & manufactures 3,533 13,115 
Chemical elements and compounds; 
MALAYA (British) pharmaceutical products .................... — 20,897 
7 Dyeing, tanning, colouring substances 
Articles Imports Exports (not including crude materials) .......... = 1,628 
$ $ Essential oils, perfumery, cosmetics, 
soaps & related vroducts .................... — 4,816 
Meat and preparations thereof _.......... — 974,813 Rubber and manufactures thereof ........ 191,520 — 
Dairy products, eggs and honey _.......... 1,776,536 Wood, cork and manufactures .............. 2,314,525 12,384 
Fishery products for food ...................... 171,581 1,589,985 Pulp, paper, cardboard & manufactures — 32,632 
Teal 16,500 3,340 Hides, skins and leather ........................ 25,600 720 
Manuf. prod. of cereals, chiefly for food 71,369 340,730 Manuf. of leather, not including clothing — 35341 
Fruits and nuts, except oil-nuts ............ 7,700 1,356,378 Textile materials, raw or simply pre- 
Vegetables, roots and tubers ................ 54,874 5,212,100 536 
Sugar and sugar confectionerv 1,973,914 Textile fabrics and small wares ............ 34,973 
Coffee, tea, cocoa & vreparations; spices 686,770 1,157,956 Special and technical textile articles .... — 4,770 
Beverages and vinegars s 40,440 476,065 Clothing and underwear of textiles; hats — 38,888 
Feeding stuffs for animals .................... — 1,873,877 Footwear: boots, shoes and slippers ...... — 98,054 
— 937,682  Made-up textiles other than clothing -... 35,480 
Oil-seeds, nuts and kernels ......... : 300 367,732 Products for heating, lighting, power. 
Animal & vegetable oils, fats, greases, lubricants & related products ............ — 8,439 
waxes & manufactures ........................ 230,016 188,016 Non-metallic minerals ............................ — 229,594 
Chemical elements and compounds; Pottery and other clay products ............ 294 7,862 
pharmaceutical products .................... 453,448 957,620 Glass and glassware .........................--..--- — 12 411 
Dyeing, tanning, colouring substances Manufactures of non-metallic minerals .. 2,052 
(not including crude materials) .......... 67,200 503,375 Precious metals, precious stones, pearls 
Essential oils, perfumery, cosmetics, & articles of these materials _........... 2,700 — 
Rubber and manufactures thereof ........ 965,208 115,039 Manufactures of base metals .............. .. 252 36,698 
Wood, cork and manufactures .............. 1,347,251 118,241. Machinery, apparatus & appliances other 
Pulp, paper, cardboard & manufactures 49,420 1,917,301 700 6,650 
Hides, skins and leather .................... ... 98,690 2,741 Electrical machinery, apparatus & appl. — _ 456 
Manuf. of leather, not including clothing 12,535 236,463 Vehicles and transport equipment ........ — 37.869 
‘Textile materials, raw or simply pre- Miscel. crude or simply »repared prod. 481,946 32,090 
-- 4,900 Manufactured articles, n.e.s. 5,000 94.650 
‘Textile fabrics and small] wares ............ 458,394 2,458,450 Total Merchandise .................. 3,600,338 1,461,739 
Special and technical textile articles .... — 383,164 116,375 
Clothing and underwear of textiles; hats 74,728 5,744,029 i cS nF 3,600,338 1,578,114 
Footwear: boots, shoes and slippers ...... 25,000 450,240 
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PAKISTAN 
Articles 


Fishery products, for food .................... 
Chemical elements and compounds; 
pharmaceutical products ...... 
Dyeing, tanning, colouring substances 
(not including crude materials) .......... 
Essential . oils, perfumery, cosmetics, 
soaps & related products _................... 
Wood, cork and manufactures 
Pulp. paper, cardboard & manufactures 
Hides, skins and leather 


Textile fabrics and small wares ............ 
Special and technical textile articles .... 
Clothing and underwear of textiles; hats 
Pottery and other clay products ............ 
Manufactures of non-metallic minerals 
Manufactures of base metals 
Electrical machinery, apparatus & appl. 
Miscel. crude or simply vrepared prod. 
Manufactured articles, n.e.s. ................ 


Articles 


Meat and preparations thereof ............ 
Fishery products, for food —................... 
Manuf. prod. of cereals, chiefly i food 
Fruits and nuts, except oil-nuts . 
Vegetables, roots and tubers 
Sugar and sugar confectionery 
Beverages and vinegars .. 
Tobacco 
Oil-seeds, nuts and kernels ............. 
Chemical elements and compounds; 
pharmaceutical products ... 
Dyeing, tanning, colouring substances 
(not including crude materials) .......... 
Essential oils, perfumery, cosmetics, 
soaps and related products ................ 
Wood, cork and manufactures ............ 
Pulp, paper, cardboard & manufactures 
Manuf. of leather, not including clothing 
Textile materials, raw or simply pre- 


Textile fabrics and small wares ............ 
Clothing and underwear of textiles; hats 
Footwear: boots, shoes and slippers ...... 
Made-up textiles other than clothing .... 
Pottery and other clay products ............ 
Gless and gieseware ................................ 
Precious metals, precious stones. pearls 

& articles of these materials _............ 
Manufactures of base metals _................. 
Machinery, apparatus & appliances other 

Electrical machinery, apparatus & appl. 


Vehicles and transport equipment _.__.. 


Miscel. crude or simply vrepared prod. 
Manufactured articles, n.e.s. ................ 


CHINA, NORTH 
Articles 


Live animals, chiefly for food ............ 
Meat and preparations thereof ........ ..... 
Dairy products, eggs and honey ............ 


Imports 
$ 
351,616 


9,514 


17,095,035 


3,826,614 


204,940 
3,250 


4,040,807 


4,080 
650,885 
2,518,028 


9,423,886 
283,268 
16,996 
24,283 
1,510 

50 
185,418 
35,124 
3,900 
2,546,305 


13,028,401 


Exports 
$ 
1,280 

47,757 
48,818 
146,935 
49,602 
4,870 
44,820 

206,533 
1,000 


92,661 
65,207 


54,361 
1,110 
17,254 
110 


810,850 
189,849 
254,991 
46,289 
2,400 
60,950 
12,423 


107,290 


8,250 
126,580 


2,532,006 


Fishery products, for food .................... 168,623 


73,672 
Manuf. prod. of cereals, chiefly for food 1 148,859 _ 
Fruits and nuts, except oil-nuts ............ 1,533,243 | 
Vegetables, roots and tubers ................ 4,143,680 — 
Sugar and sugar confectionery ............ — 7¢ 
Coffee, tea, cocoa & preparations; spices 13,100 55,000- 
Beverages and vinegars .......................... 411,230 4,806. 
Feeding stuffs for animals .................... 1,409,253 — 
Tobacco 4,500 92 
Oil-seeds, nuts and kernels ........ . 8,164,761 — 
Animal & vegetable oils, fats, greases, 

waxes & their manufactures .............. 341,419 — 
Chemical elements and compounds; 

pharmaceutical products .................... 4,245,016 1,576,980 
Dyeing, tanning, colouring substances 

(not including crude materials) .......... 440 338,133 
Essential oils, perfumery, cosmetics, 

soaps & related products _.................. 672,798 = 
Wood, cork and manufactures ............. 64,242 30,102 
Pulp, paper, cardboard & manufactures 13,329 2,634,265. 
Textile materials, raw or simply pre- 

Yarns and threads _..... 301,850 323,118 
Textile fabrics and small wares 3,139,067 1,169,318 
Special and technical textile articles _.. 98,192 
Clothing and underwear of textiles; hats 125,718 — 
Clothing of leather and fur : 7,100 — 
Footwear: boots, shoes and slippers ...... 5,038 — 
Made-up textiles other than clothing .... 26,855 — 
Products for heating, lighting, power, 

lubricants & related products _........... 1,086 
Non-metallic minerals, crude or simply 

prepared 354,000 
Pottery and other clay prod : 62,915 ~ 94 
Glass and glassware ............ Ate nie. 7,250 69,960 
Manufactures of non-metallic minerals .. 1,950 45,200 
Precious metals, precious stones, pearls 

& articies of these materials ........._... 2,000 — 
Manufactures of base metals 111,223 58,651 
Machinery, apparatus & appliances other 

than electrical 25,880 724,238 
Electrical machinery. apparatus & appl. 979,007 
Miscel. crude or simply prepared prod. 3,607, 1,318 221,122 
Manufactured articles, n.e.s. 299,308 461,128 

CHINA, CENTRAL (excluding Formosa) 
Articles Imports Exports 
$ $ 
Live animals, chiefivy for food ................ 173,441 
Meat and preparations thereof _............. 420 — 
Dairy products, eggs and honey 338,380 2,800 
Fishery products for food _.................... 88,233 2,300 
Manuf. prod. of cereals, chiefiv for food 19,488 5,020 
Fruits and nuts, except oil-nuts ............ 1,081,714 6,360 
Vegetables, roots and tubers .. we 694,524 6,890 
Sugar and sugar confectionery ............ — 21,845 
Coffee, tea, cocoa & preparations; eanaans 164,297 4,200 
Beverages and vinegars ........ i és 70,870 1,700 
Feeding stuffs for animals 3,600 ble 
Oil-seeds, nuts and kernels 7,763 cm 
Animal & vegetable oils, fats, greases, 

waxes & manufactures : 115,500 
Chemical elements and compounds; 

pharmaceutical products ............ 1,456 228,291 
Dyeing, tanning, colouring substances 

(not including crude materials) .......... 500 42.871 
Essential oils, perfumery, cosmetics, 

soaps & related products ................... — 7,420: 
Wood, cork and manufactures ............ 73,369 _ 
Pulp, paper, cardboard & manufactures 551,607 12,558 
Hides, skins and leather ........................ — 6,500 


$ 
— 74,886 
— 40,849 
— 
— 140 
Textile materials, raw or simply pre 
8,555 
15,200 
17,479,920 
BURMA 
Imports 
$ 
— 
6,003 — 
— 
54,500 
57,546 
$ $ 
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materials, raw or simply pre- FORMOSA 
Textile fabrics and small wares 895,011 198,419 _. | $ $ 
Special and technical textile articles ... 227,670 2,200 live animals, chiefly for food 384 cove 
Clothing and underwear of textiles; hats 35,132 25,163 Meat and preparations thereof .............. ~ 36,649 
Footwear: boots, shoes and slippers ...... ~- 8, '200 | Dairy.products, eggs and honey ............ 14,980 675,502 
Made-up textiles other than clothing .. 200 — fron products, for food a 
Products for heating, lightin wer, CTCAIS — — 1, 
lubricants & cetateet sooiueie at = 8,325 Manuf. prod. of cereals, chiefly for food 1,297,263 
Pottery and other clay products _ 265,542 Fruits and nuts, except oil-nuts ............ 374,148 81,414 
Manufactures of non-metallic minerals .. 2,780 sah Vegetables, roots and tubers 216,783 2,555,286 
Non-ferrous base metals 108,600 Sugar and sugar confectionery ............ ~~ 1,026 
Manufactures of base metals : 14,894 14,796 Coffee, tea, cocoa & preparations; spices 1,450,779 6,174 
Machinery, apparatus & appliances other Beverages and vinegars .....................-.... _ 76,799 
than electrical --- 289,120 Feeding stuffs for animals .................... — 189,848 
Electrical machinerv, apparatus & appl. — 3,250 Tobacco — 1,730 
Miscel. crude or simply prepared eset 565,689 77,860 Oil-seeds, nuts and kernels ony 915,467 
Manufactured articles, n.e.s. ; 40,812 7,575 Animal & veretable oils, fats, greases, 
5,541,492 6,131,968 Chemical elements and compounds; 
pharmaceutical products .................... 36,320 1,589,512 
Dyeing, tanning, colouring substances 
CHINA, SOUTH materials) .......... 13,500 602,441 
ssen oils, perfumery, cosmetics, 
Imports Exports “soaps & related products .................... 335,367 112,075 
Live animals, chiefly for food .... 7,150,306 ood, cor manufactures .............. 
Meat and thereof .............. 964,386 Pulp, paper, cardboard & manufactures 73,416 339,986 
Dairy vroducts, eggs and honey 3,859,741 — Hides, skins and leather ................... sess = 773,323 
Fishery products, for food 1,081,918 2,000 Manuf. of leather, not including clothing ~- 4,858 
Cereals 378,485 nes Textile materials, raw or simply pre- 
Manuf. prod. of cereals, chiefly for food 209,237 742,426 
Fruits and nuts, except oil-nuts ............ 2,144,945 3,600 Yarns and threads 
Vegetables, roots and tubers 6,966,273 312,125 Textile fabrics and small wares -........... 48,352 2,237,536 
Sugar and sugar confectionerv ince 249.554 Special and technical textile articles .... 19,100 78,382 
Coffee, tea, cocoa & preparations; spices 615,032 28.131 Clothing and underwear of textiles; hats — 25,509 
Beverages and vinegars 29'272 Footwear: boots, shoes and slippers .... 3,000 
Feeding stuffs for animals 8,064,889 10,600 Made-up textiles other than clothing -... 
Oil-seeds, nuts and kernels .... 2,909,831 2.000 Products for heating, lighting, power, 
Animal & vegetable oils, fats, greases, lubricants & related products ............ es 104,288 
waxes & manufactures 5,652,947 Non-metallic minerals 23,300 
Chemical elements and compounds: Pottery and other clay products ............ me 20,273 
pharmaceutical products 815,272 8,006,923 Glass and glassware 154,070 
Dyeing, tanning, colouring substances Manufactures of non-metallic minerals .. _ 13,768 
(not including crude materials) .......... 1,192,186 1,305,181 Iron and steel wasvsoneenneenneesentsntennsees = 11,159 
Essential oils, perfumery, cosmetics, Non-ferrous base metals ...................- ep 103,679 
soaps & related products 58,850 19,700 Manufactures of base metals .................. 12,800 425,298 
Fertilizers % 13,018 7,580 Machinery, apparatus & appliances other 
Rubber and manufactures thereof ........ — 516 than electrical -.............-----..-----<------0+% = 157,317 
Wood, cork and manufactures ............. 1,076,410 26,165 Electrical machinery. apparatus & appl. ‘eG 215,924 
Pulp. paper, cardboard & manufactures 607,711 11,488,067 Vehicles and transport equipment ....... vA a ea 
Hides, skins and leather ................. 420 nah Miscellaneous crude or simply prepared 
Textile materials, raw or simply pre- products ........... 1,775,692 1,013,667 
1,212,860 110,000 Manufactured articles, nes. ................ — 348,130 
Textile fabrics and small wares ............ 472,635 4,586,571 Total Merchandise ... 4,371,621 18,654,563 
Special and technical textile articles ... 47,361 161,187 Gold and specie 1,512 — 
Clothing and underwear of textiles: hats 3,720 1,766 Grand Total . 4,373,133 18,654,563 
Footwear: boots, shoes and slippers .... — 50 
Made-up textiles other than clothing .... — 1,590,786 INDOCHINA 
Products for heating, lighting, power, 
lubricants & related products . 89,000 3,216 Articles Imports Exports 
Non-metallic minerals 86,870 210,175 $ 
Pottery and other clay products 371,269 8,000 Meat and preparations thereof .............. 16,515 866 
Glass and glassware ... 6,000 — Dairy products, eggs and mad — 475 
Manufactures of non-metallic minerals 25,505 Fishery products, for food 302,970 273,169 
& articles of these materials -............. — 34,300 Manuf. prod. of cereals, chiefly for food — 152,772 
Manufactures of base metals .................. 28,791 559,750 Fruits and nuts, except oil-nuts ............ 52,901 464,659 
Machinery, apparatus & appliances other Vegetables, roots and tubers . 53.631 573,882 
than electrical . : 4,060 1,784,960 Sugar and sugar confectionery ............ — 20,642 
Electrical machinerv. apparatus & appl. 1,950 33,072 Coffee, tea, cocoa & preparations; spices 5,000 82,120 
Vehicles and transport equipment ....... oer 84,840 Beverages and vinegars - 44,369 | 
Miscel. crude or simply prepared prod. 18,681,969 769,709 Feeding stuffs for animals te _— 6,400 
Manufactured articles, n.e.s. 1,183,478 3,957,714 Tobacco — 21,569 
Oil-seeds. nuts and kernels .... 13,023 —_ 


Total 


61,096,822 35,360,455 


Animal &> vegetable oils, fats, greases, 
waxes & manufactures . 


27,105 
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Chemical elements and compounds; Non-ferrous base metals we 1,770,884 — 

pharmaceutical products ; 3,000 96,732 Manufactures of base metals 655,082 59,991 
Dyeing, tanning, colouring substances Machinery, apparatus & appliances other 

(not including crude materials) .......... — 1,326 than electrical 2,203,606 7,800 
Wood, cork and manufactures ............ 84 Electrical machinery, apparatus & appl. 109,320 6,922 
Pulp, paper, cardboard & manufactures 70 54,013 Vehicles and transport equipment _...... 103,245 149,458 
Hides, skins and leather ........................ 688,154 _— Miscel. crude or simply prepared prod. 217,773 262,453 
materials, raw or simply pre- Manufactured articles, 2,053,181 97,708 

Textile fabrics and small wares-............ 305 Total . . 49,378.668 8,838,537 
Special and technical textile articles .... 17,762 
Clothing and underwear of textiles; hats 84 3,700 KOREA, SOUTH 

Footwear: boots, shoes and slippers .... _— 883,937 Imports Exports 
Made-up textiles other than clothing .... — 66, Articles $ $ 
Products for heating, lighting, power, ii 

lubricants & related products 31,500 102,060 food ti 2 596 
Non-metallic minerals 707,000 ffee, cocoa preparations; spices 

Manufactures of non-metallic minerals 449 Eesentie] ollie, perfume 
Precious metals, precious stones, pearls soaps & related 13.877 

& articles of these materials .............. bth 4,523 Wood, cork and manufactures Ie ake ar 9 487 
Manufactures of base metals _................. 1,562 Pul 167.008 

hinery, apparatus & appliances other P, paper, ‘ 
126,369 Manuf. of leather, not including clothing 960 
electrical Textile materials, raw or simply pre- 
Electrical machinery, apparatus & appl. pared 69.510 apc 
Vehicles and transport equipment ....... 200 80.600 130,874 
Manufactured articles, 12467 Clothiag and underwear of textiles: hats 38,488 
Made-up textiles other than clothing .... — 2,610 
Total 8,193,903 4,290,694 Pottery and other clay products ........ 975 
Manufactures of base metals — 2,386 
JAPAN Miscel. crude or simply prepared prod. 83,317 21,144 
Articles Imports Exports Manufactured articles, nes. 80 §=©102,193 
$ $ 
Live animals, chiefly for food ............ 98,500 Total ...., 284,702 685,408 

airy products, eggs and honey ............ ee , 

Fishery products, for food 3,106,499 5,036 Articles amperts - 
Cereals — 22.774 $ $ 

Manuf. prod. of cereals, chiefly for food — 47,674 Live animals, chiefly for food 1,041,167 27,100 
Fruits and nuts, except oil-nuts ............ 848,064 2,304 Meat and preparations thereof 505,202 30,930 
Vegetables, roots and tubers 2,169,229 381,229 Dairy products, eggs and honey 358,272 138,951 
Coffee, tea, cocoa & preparations; spices 355,909 12,732 Fishery products, for food 528,089 269,206 
Beverages and vinegars 120,285 162,144 Cereals 162,504 
Feeding stuffs for animals — 1,071,552 Manuf. prod. of cereals, chiefly for food 21,481 245,772 
Tobacco ... — 202 Fruits and nuts, except oil-nuts 669,083 485,747 
Oil-seeds, nuts and kernels _........... — 32,256 Vegetables, roots and tubers 532,576 468,708 
Animal & vegetable oils, fats. greases, Sugar and sugar confectionery 1,008 1,134,653 

waxes & manufactures ........................ 33,600 5,066 Coffee, tea, cocoa & preparations; spices 3,430 105,364 
Chemical : elements and compounds; Beverages and vinegars 426,735 258,025 

pharmaceutical products .. 1,899,480 47,836 Feeding stuffs for animals 11,497 142,840 
Dyeing, tanning, colouring substances Tobacco 46,879 608,687 

(not including crude materials) .......... 150,405 661,422 Ojil-seeds, nuts and kernels on 79,525 
Essential oils, perfumery, cosmetics, Animal & vegetable oils, fats, greases, 

soaps & related products .......... 13 109,137 waxes & manufactures 63,979 483,015 
Rubber and manufactures .... 202,595 ia Chemical elements and compounds; 

Wood, cork and manufactures .............. 426,267 323,107 pharmaceutical products ...... 848,676 1,234,230 
Pulp, paper, cardboard & manufactures 718,522 12,334 Dyeing, tanning, colouring substances 
Manuf. of leather, not including clothing 4,221 26,635 (not including crude materials) .......... 106,222 69,356 
Textile materials, raw or simply pre- Essential oils, perfumery, cosmetics, 

485,912 628,831 soaps & related products ......... 1,844 142,758 
Textile fabrics and small wares _.......... 19,583,753 1,407,437 Rubber and manufactures thereof ........ 952 8,499 
Special and technical textile articles .... 123,376 6,976 Wood. cork and manufactures ...... > 99,377 606,914 
Clothing and underwear of textiles; hats 352,542 575,372 Pulp, paper, cardboard & manufactures 32,665 476,293 
Clothing of leather and fur .................... --- 8,090 Hides, skins and leather ........................ 4,574 71,968 
Footwear: boots, shoes and slippers ...... — 30,709 Manuf. of leather, not including clothing 384 7,209 
Made-up textiles other than clothing .... 178,715 3,800 Textile materials, raw or simply pre- 

Products for heating, lighting, power, pared .. ae 1,305 16,150 

lubricants & related products ............ — 82 Yarns and threads : 2,330 74,230 
Non-metallic minerals ............................ 2,203,824 — Textile fabrics and small wares ...... 111,930 1,823,277 
Pottery and other clay products _........... 721,300 30,325 Special and technical textile articles .... 34,027 31,780 
WEED 192.291 507 Clothing and underwear of textiles; hats 72,968 290,630 
Manufactures of non-metallic minerals .. 134,205 -- Clothing of leather and fur .. — 4,755 
Precious metals. precious stones, pearvis Footwear: boots, shoes and slippers ...... 23,465 16,260 

& articles of these materials .............. 15,700 82,881 Made-up textiles other than clothing .. 10,090 70,760 
— 1,892,740 Products for heating, lighting, power, 

Iron and steel .. 6,682,277 458,467 lubricants & related products ............ 45 385,996 


Ir 


a 
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Non-metallic minerals 2,645 128,763 Cereals 11,470,945 1,108 
Pottery and other clay products 614 53,942 Manuf. prod. of cereals, chiefly for food 4,000 145,686 
Glass and glassware ..... 7,820 27,922 Fruits and nuts, except oil-nuts .... 7,390 328,657 
Manufactures of non-metallic minerals . — 61,134 Vegetables, roots and tubers 823,865 462,991 
Iron and steel 3,572 146,363 Sugar and sugar confectionery ............ — 100,507 
Non-ferrous base metals _.................... — 30,296 Coffee, tea, cocoa & preparations; spices 1,660 139,004 
Manufactures of base metals 66,822 262,390 Beverages and vinegars ...... ae 96,800 
Machinery, apparatus & appliances other Feeding stuffs for animals — 714 
than electrical 11,090 154,555 Oil-seeds, nuts and kernels 827,995 22,110 

Electrical machinery. apparatus & appl. 994 196,733 Animal & vegetable oils, fats. greases, 

Vehicles and transport equipment _....... 400 73,539 waxes & manufactures .... 1,061,800 2,950 

Miscel. crude or simply prepared prod. 693,855 171,157 Chemical elements and compounds; 

Manufactured articles, n.e.s. 1,585,699 718,313 28,120 409,578 

yeing, tanning, su tances 
Total Merchandise 8,126,554 12,344,639 (not including crude materials) ......... — 286,410 
Gold and specie 4,153,752 as Essential oils, perfumery, cosmetics, 
12,280,306 12,344,639 soaps & related products .................... 34,803 
——— Rubber and manufactures thereof .......... —_— 291 
PHILIPPINES Wood, cork and manufactures .............. 848,808 37,139 
Articles ports Exports Pulp. paper, cardboard & manufactures _ 189,711 
$ $ Manuf. of leather, not including clothing — 17,567 

Meat and vreparations thereof ... 567,583 yawns and threads 871,621 

Dairy products, eggs and honey ............ bi 903,499 Textile fabrics and small wares aA — 5,479,563 

Fishery products for food ...................... 3,300 318,768 Special and technical textile articles saa 79.129 

Manuf. prod. of cereals, chiefly for satan -- 127,242 Ciothine and underwear of textiles: hats deh 987.237 

Fruits and nuts, except oil-nuts 8,600 703,459 boots. shoes and sli 10.889 

Vegetables, roots and tubers - 12,200 1,832,377 WMade-u textiles other than clothin ary ae 202.958 

Sugar and sugar confectionery 821,502 141,096 Products for heating, lighting on ivan : 

Coffee, tea, cocoa & preparations; spices — 347,523 products art 247,089 

Beverages and vinegars . . mm 22,966 Non-metallic minerals _....................... 266,213 400 

Feeding stuffs for animals — 156,066 Pottery and other clay products < at 28,916 

Tobacco 60,927 Glass and glassware 84,332 

Oil-seeds, nuts and kernels ...... Ss 158,999 Manufactures of non-metallic minerals . — 1,698 

Animal & vegetable oils, fats, greases, Precious. metals. precious stones, pearls : 
waxes & manufactures .... any 10,348 ~ @ articles made of these materials 105,354 ie 

pharmaceutical products ................... 594 170,951 Manufactures of base metals re 40.000 269.038 

Dyeing, tanning, Colouring substances Machinery, apparatus & appliances other : 

Rubber and manufactures thereof _....... 44,040 wWiscel. crude or ared prod. 493,020 208 297 

Wood, cork and manufactures "620 «559,893 

anuf. of leather, not including clothing 

Textile, materials, raw or simply pre- 16,318,795 

Textile fabrics and small wares ........:... — 783,507 

Special and technical textile articles .... 70,000 8,505 U. S. A. 

Clothing and underwear of textiles; hats — 1,166,564 Articles Imports Exports 

ade-up textiles other than clothing .... — 33,830 , 

lubricants & related products 1,266. 262 Fi Pp food 890.287 843.523 

Non-metallic minerals 1,760 Ma pe hap: Fy fox food -164,773 70 229 

Pottery and other clay products 3497599 295.477 

Glass and glassware — 56,564 ~ t 296 601 810.158 

Manufactures of non-metallic minerals .. 11,338 nf acti 270.078 33.793 

Precious metals, precious stones, peazis Coffee te sugar 256 223 109.709 
& articles of these materials 7,548 Be ee, a, na preparations; spices 94194 9'548 

Manufactures of base metals 40 398,254 anc vinegars 8 819370 

Machinery, apparatus & appliances other Oi 92 371 
than electrical 341,806 ] f ts, 

Electrical machinery, apparatus & appl. 11,000 11,500 oils, fats, greases, 7.356 23.146 

Vehicles and transport equipment ........ — 14,400 ures 

Miscel. crude or simply prepared prod. 23,320 107,708 h 1.549.525 17.785 

(not including crude materials) _......... 309,884 1,854 
Total - 1,100,327 10,862,657 Essential oils, perfumery, cosmetics 
| soaps & related products. "780,089 257,208 
Articles THAILAND Imports Exports Rubber and manufactures thereof ........ 19,432 — 
Wood, cork and manufactures .............. 216,250 160,834 
$ $ Pulp, paper, cardboard & manufactures 1,489,679 45,845 

Meat and preparations thereof m — 1,075 Hides, skins and leather ........................ 77,960 - 15,000 

Dairy products, eggs and honey _ 1,552 Manuf. of leather, not including clothing 41,654 953 

Fishery products, for food 188,310 427,468 Furs, not made up 6,000 — 


1 
91 
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3 
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Textile materials, raw or simply pre- 
Textile fabrics and small wares ............ 
Special and technical textile articles .... 
Clothing and underwear of textiles; hats 
Clothing of leather and fur .................... 
Footwear: boots, shoes and slippers ...... 
Made-up textiles other than clothing . 
Products for heating, lighting, power, 
lubricants & related products 
Non-metallic minerals unt 
Pottery and other clay products ............ 
Glass and glassware ..............................-- 
Manufactures of non-metallic minerals .. 
Precious metals, precious stones, pear|s 
& articles made of these materials -.... 
Manufactures of base metals .-................. 
Machinery, apparatus & appliances other 
Electrical machinery, apparatus & appl. 
Vehicles and transport equipment ........ 
Miscel. crude or simply prepared prod. 
Manufactured articles, n.e.s. 


Total 


INDONESIA 
Articles 


Live- animals, chiefly for food  ............ 
Meat and wreparations thereof .............. 
Dairy products, eggs and honey ............ 
Fishery products, for food ...... 
Manuf. prod. of cereals, chiefly for food 
Fruits and nuts, except oil-nuts . 
Vegetables, roots and tubers . 
Sugar and sugar confectionery ............ 
Coffee, tea, cocoa & preparations; spices 
Beverages and vinegars ...................... ... 
Oil-seeds, nuts and kernels ........ 
Animal & vegetable oils, fats, greases, 
waxes & manufactures __...................... 
Chemical elements and compounds; 
pharmaceutical products —............. .... 
Dyeing, tanning, colouring substances 
(not including crude materials) —......... 
Essential oils, perfumery, cosmetics, 
soaps & related products _................... 
Wood, cork and manufactures _............ 
Pulp, paper, cardboard and manufactures 
Hides, skins and leather ........................ 
Textile materials, raw or simply pre- 
Textile fabrics and small wares 
Special and technical textile articles ._.. 
Clothing and underwear of textiles; hats 
Footwear: boots, shoes and slimvers _.... 
Made-up textiles other than clothing _.. 
Products for heating, lighting, power, 
lubricants & related 
Non-metallic minerals 


Pottery and other clay products _.......... — 40,544 
— 1,048,187 Glass and glassware 40,280 
2,249,677 416,030 Manufactures of non-metallic minerals . — 2,734 
188,983 100 Non-ferrous base metals ........... -- 1,200 
1,768,257 170,497 Manufactures of base metals .................. —— 3,940,148 
6,272 500 Machinery, apparatus & appliances other 
72,378 — Electrical machinery, apparatus & appl. — 1,415,635 
Vehicles and transport equipment — 8,000 
799,665 12,088 Miscel. crude or simply prepared prod. 689,267 142,703 
23,403 — Manufactured articles, n.e.s. ................ 3,000 1,042,288 
87,168 47,950 
132,650 
88,800 
1,423,454 
120 — 
916,845 200,396 
763,733 
1,512,918 48,000 
80,909 — 
389,930 23,496,596 
2,732,244 2,522,609 
82,224,792 32,345,028 | 
Imports Exports 
$ $ 7 
180,000 — 
15,629 
— 37,835 | \ 
98,588 141,755 |. 
10 
— 85,249 
— 124,203 
38,543 226,662 
875 15,270 
— 247,377 
— 54,723 
24,567 
— 4,873 
848,071 2,800 
to LONDON anpb EUROPE — 
183,680 337,658 
— 25,230 
131,031 
— 22,996 
— 1,138,191 
376,585 — 
200,640 71,000 
— 1,702,876 
— 6,337,015 
570 
— 4,938,588 Information & Bookings: Consult your usual Travel Agent or Jardine, Matheson & Co, Ltd. 
eee 20,523 (General Agents | in H.K. & "& China), 14-16 Pedder St. H.K, Tel. 27765-6, 
= 81,15 4 ! Peninsula Arcade, Kowloon., Telephone 59/61- 2-3. 
BRITISH OVERSEAS AIRWAYS CORPORATION 
5,620,373 429 
— 400 HK2-013 
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